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that are a ielated to or r consequential upon the amendments 
| aaens in Part I. 


a Part W deals with the coming into force and application 
of the amendments contained in Part I, and will set forth : ie 
_ special transitional rules that would apply until such time as ees 
the proposed new law becomes fully operative, as well as _ ec ees 
special rules that would apply in the case of certain oe 
taxpayers having taxation years not coinciding with ees 
git _ calendar years. Ba Ne en 
“For ease of reference, Part III is given a special short 

has - title, namely the Income Tax Application Rules, 1971. It is 

so referred to in the text of the provisions set forth in ot 
clause 1 of the Bill. a A 


> 


EXPLANATORY NOTES 


Clause 1 of the Bill: This clause would repeal Parts vi 
to IIIA and Parts V to VII of the Income Tax Act and — 
would substitute the provisions set forth therein. 


Where a particular section, subsection or paragraph — 
contained in the text of the provisions set forth in clause 1 
~ makes no change in the present law, or makes no change 
except for necessary alterations in cross-references or 
except for minor alterations in wording or arrangement that 
are not intended to affect the substance of the present law, 
the explanatory note opposite the particular section, — 
subsection or paragraph refers only to the corresponding 
provision of the present law without further elaboration. 


Where a particular section, subsection or paragraph 
continues an existing provision in the present law but _ 
makes changes therein that are intended to affect its — 
substance, the existing aoe is identified in the 
explanatory notes but is marked as “modified”. 


A totally new provision, or a provision that ne been 
altered in such a manner that there is no readily-identifiable _ 
corresponding ee in was present law, is marked in the 
explanatory notes as “new” 


; clause 1 is as follows: 
a | Heading 


PART I — INCOME TAX 
_ Division A — Liability for Tax... .. 
___ Division B — Computation of Income 
PS BOE ORTNES MO ee oe 
Subdivision a — Income or loss from 
an office or employment 
Bask RUS Pe 
DRC SEOMIS. WO is os OS 
POC TUCTIONS Veo lc anes os 
Subdivision b — Income or loss from 
4 a business or property 
q COIS OES SES aa 
| DCAMSIOFIS be ges. ars 
PICUUCHOUS MS ae 
Ceasing to carry on business 
Bes CASES ge oo oe hc 
____ Subdivision c — Taxable Capital - 
Gains and Allowable Capital Losses 
Subdivision d — Other Sources of 
LEYS 25, Si ee Ee aoa ne a ea 
Subdivision e — Deductions in 
Computing Income’...:.....:. 
Subdivision f — Rules relating to 
- Computation of Income ........ 
Subdivision g — Amounts Not 
included in Computing Income .. 
Subdivision h — Corporations 
resident in Canada and their 
PALE OLOCIS Icha Pe ek 
Subdivision i — Shareholders of 
corporations not resident in 
ME AA a eas eee eee al ae 
Subdivision j — Partnerships and 
Me their Members. ..2.... 0.5... 
Subdivision k — Trusts and their 
Bemeipeneliciarics 32... fe, 


- The aera of. the several Parts, Divisions and 
q Subdivisions of the Income Tax Act as payee by 


Section(s) 


9to 11 
12to 17 
18 to 21 
22 to.25 
26 to 37 
38 to 55 
56 to 59 
60 to 66 
67 to 80 


81 


82 to 89 


90 to 95 


96 to 103 


104 to 108 


Division C — Computation of Taxable 


Income es ee oe a ee, 109 to 114 


Division D — Taxable Income earned 
in Canada by Non- 


residents 6h ier 115 and 116 


Division E — Computation of Tax 
Subdivision a — Rules applicable to 


Individuals: 6570 05 i ee a 117 to 122 


Subdivision b — Rules applicable to 


Corporations). aera ae 123 to 125 


Subdivision c — Rules applicable to 


All Taxpayers’. ooo. hay ee 126 and 127 


Division F — Special Rules applicable 
in certain circumstances 


BankTUpicres oO ee 128 
Private Corporations ..... 129 
Investment Corporations .. 130 
Mutual Fund Corporations . 131 
Mutual Fund Trusts...... 132 


Non-resident-owned 
Investment Corporations . 
Patronage Dividends ..... 135 
Cooperative Corporations .. 136 
Credit Unions and Caisses 
populaires.) ee ns ae 137 
Insurance Corporations ... 
Electric, Gas or Steam 
COMPOTATIONS ee Oe hae 143 
Division G — Deferred and other 

Special Income 

Arrangements 
Employees Profit Sharing - 
PLANS ea pe Ge ae 144 
Registered Supplementary 
Unemployment Benefit Plans 145 


Registered Retirement 

Savings Plans ...... US ag 

Deferred Profit Sharing Plans 147 

Life insurance Policies .... 148 
Division H — Exemptions........ 149 


. 133 and 134 


138 to 142 


pee | “Division I - Retains: eceneitan 


ede Payment and Appeals % 

; METEORS OU Os Seep ce ne he 
Estimate of Tax ........ 151 
bAssessment. 64... oh m6 48 | Re omnes 

PEPUVINENE OL LOX «oie 153 to 160 
PRET OSE Ris Wee a. wiskoh Fee 161 
PONMIOS ie us. 5 ee OLN TGS 

NIECE PUTAS TI oon AEN OR peasy she 164 
Objections to Assessments . 165 
GENTOO woee's Le 166 and 167 


Revocation of Registration 
of certain organizations and 
PSSOCELEIONS Ones 5 aaa 168 
Division J — Appeals to the Tax 
Review Board and the 
Federal Court) (ee 


PART II — TAX ON REDEMPTION OR 
ACQUISITION BY CORPORA- 
TION OF CAPITAL STOCK 
Hermite otis eden OS 


PART III — ADDITIONAL TAX ON 
BROCE SoU RLECTION .)o2)... 


169 to 180 


181 to 183 
184 and 185 


PART IV — TAX ON TAXABLE 
DIVIDEND RECEIVED BY 


PRIVATE CORPORATION .... 186 and 187 


PART V — REFUNDABLE TAX IN 
RESPECT OF INELIGIBLE 
INVESTMENTS. Uae Surber vhs 


PART VI — TAX WHEN CORPORA- 
TION BECOMES A NON- 
CANADIAN-CONTROLLED 
PRIVATE CORPORATION .... 


188 and 189 


190 and 191 


PART VII — TAX ON RECIPIENT OF 
DIVIDEND PAID OUT OF 


DESIGNATED SURPLUS ..... 192 and 193 


PART VIII — TAX ON CORPORA- 
TION PAYING DIVIDEND OUT 


OF DESIGNATED SURPLUS... 194 and 195 


iv 
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PARTOK TAXES ON DEFERRED a 


REVOKED PLANS . 
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PART XII— TAX ONINVESTMENT 
INCOME OF LIFE INSURERS . . 


PART XIII — TAX ON INCOME FROM ~ 
CANADA OF NON-RESIDENT 
PERSONS) a ae 


PART XIV — ADDITIONAL TAX ON | 
CORPORATIONS (OTHER THA 
CANADIAN CORPORATIONS) _ 
CARRYING ON BUSINESS IN _ 
CANADA’ (Ces a Bere 


PART XV — ADMINISTRATION AND. a 
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Collection .. 
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Procedure and Evidence - ae 
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PART XVII — INTERPRETATION 


\ 3rd Ss , 28 Parliament 19-20 | Ashe 
Elizabeth II, 1970-71 


1 


THE HOUSE OF COMMONS OF CANADA 


~ BILL C— 


An Act to amend the Income Tax Act and 
to make certain provisions and alterations 
in the statute law related to or consequential 
upon the amendments to that Act 


ESE, Her Majesty, by and with the advice and 
consent of the Senate and House of 
_ Commons of Canada, enacts as follows: 


PART I 


“1. Parts I to IITA and Parts V to VII of the 
__ Income Tax Act are repealed and the following 
substituted therefor: 


“PART I — INCOME TAX 
DIVISION A — LIABILITY FOR TAX 


_ 2. (1) An income tax shall be paid as 
hereinafter required upon the taxable income 
for each taxation year of every person resident 
in Canada at any time in the year. 


(2) The taxable income of a taxpayer for a 
_ taxation year is his income for the year minus 
the deductions permitted by Division C. 


(3) Where a person who is not taxable under 
subsection (1) for a taxation year 

(a) was employed in Canada, 

(b) carried on a business in Canada, or 
_ (c) disposed of a taxable Canadian property, 

at any time in the year or a previous year, an 
- income tax shall be paid as hereinafter required 
upon his taxable income earned in Canada for 
the year determined in accordance with Divi- 
sion D. 


2. (1). Subsection 2(1) 


(2). Subsection 2(3) 


(3). Subsection 2(2), modified 


Tes Basic Rules 3 
3. The income of a taxpayer for a taxation 
year for the purposes of this Part is his income 
for the year determined by the following rules: 


(a) determine the aggregate of amounts each 
Ae of which is the taxpayer’s income for the 
year (other than a taxable capital gain from 
the disposition of a property) from a source 
a inside or outside Canada, including, without 
5 restricting the generality of the foregoing, 
his income for the year from each office, 
employment, business and property, 
(b) determine the amount, if any, by which 
(i) the aggregate of his taxable capital 
gains for the year from dispositions of 
property other than listed personal pro- 
perty, and his taxable net gain for the 
year from dispositions of listed personal 
property, 
exceeds 
(ii) his allowable capital losses for the 
year from dispositions of property other 
than listed personal property; 


(c) determine the amount, if any, by which 
the aggregate determined under paragraph 
(a) plus the amount determined under 
paragraph (b) exceeds the aggregate of the 
deductions permitted by subdivision e in 
computing the taxpayer’s income for the 
year (except such of or such part of those 
deductions, if any, as have been taken into 
account in determining the aggregate 
referred to in paragraph (@)); 

(d) determine the amount, if any, by which 
the remainder determined under paragraph 
(c) exceeds the aggregate of amounts each 
of which is his loss for the year from an 
office, employment, business or property; 
and 


Income or 
loss from a 
_ source or 
from sour- 
cesina 
place 


A 


(e) determine the amount, if any, by which 
the remainder determined under paragraph 
(d) exceeds the lesser of 
(i) the amount, if any, by which the 
amount determined under subparagraph 
(b)(ii) exceeds the aggregate determined 
under subparagraph (bi), and 
(ii) $1,000, or if the taxpayer is a corpo- 
ration nil; 


and the remainder, if any, obtained under 
paragraph (e) is the taxpayer’s income for the 
year for the purposes of this Part. 


4 


4. (1) For the purposes of this Act, , 


-(a) a taxpayer’s income or loss for a taxa- 
tion year from an office, employment, bu- 
siness, property or other source, or from 
sources in a particular place, is the tax- 
payer’s income or loss, as the case may 
be, computed in accordance with this Act on 
the assumption that he had during the 
taxation year no income or loss except from 
that source or no income or loss except from 
those sources, as the case may be, and was 
allowed no deductions in computing his 
income for the taxation year except such 
deductions as may reasonably be regarded as 
wholly applicable to that source or to those 
sources, as the case may be, and except such 
part of any other deductions as may reasona- 
bly be regarded as applicable thereto; and 


(b) where the business carried on by a 
taxpayer or the duties of the office or 
employment performed by him was carried 
on or were performed, as the case may 
be, partly in one place and partly in 
another place, the taxpayer’s income or loss 
for the taxation year from the business 
carried on by him or the duties performed 
by him in a particular place is the taxpayer’s 
income or loss, as the case may be, 
computed in accordance with this Act on 
the assumption that he had during the 
taxation year no income or loss except from 
the part of the business that was carried on 
in that particular place or no income or loss 
except from the part of those duties that 
were performed in that particular place, as 
the case may be, and was allowed no 


4. (1). Subsection 139(la), modified 


Idem 


Deductions 
applicable 


Limitation 
respecting 
inclusions 
and 
deductions 


deductions in computing his income for the 
taxation year except such deductions as may 
reasonably be regarded as wholly applicable 
to that part of the business or to those 
duties, as the case may be, and except such 
part of any other deductions as may reason- 
ably be regarded as applicable thereto. 


(2) Subject to subsection (3), in applying 
subsection (1) for the purposes of this Part, no 
deductions permitted by sections 60 to 63 are 
applicable either wholly or in part to a parti- 
cular source or to sources in a particular place, 
as the case may be. 


(3) In applying paragraph (1)(b) for the 
purposes of sections 115 and 126 all de- 
ductions allowed in computing the income of 
a taxpayer for a taxation year for the purposes 
of this Part, except any deduction permitted by 
paragraph 60(b), (c), (@) or (i) or by section 
146, shall be deemed to be applicable either 
wholly or in part to a particular source or to 
sources in a particular place, as the case may be. 


(4) Unless a contrary intention is evident, 
no provision of this Part shall be read or 
construed to require the inclusion or to permit 
the deduction, in computing the income of a 
taxpayer for a taxation year or his income or 
loss for a taxation year from a particular source 
or from sources in a particular place, of any 
amount to the extent that that amount has 
been included or deducted, as the case may be, 
in computing such income or loss under, in 
accordance with or by virtue of any other 
provision of this Part. 


4 
Section 4 


(2). New 


(3). Subsection 139(1b), modified 


(4). New 


Subdivision a — Income or loss from 
an office or employment 


Basic Rules 


income for a taxation year from an office or 

employment is the salary, wages and other 

remuneration, including gratuities, received by 
_ him in the year. 


Loss from (2) A taxpayer’s loss for a taxation year 
_ office or from an office or employment is the amount of 
: his loss, if any, for the taxation year from that 
source computed by applying the provisions of 
this Act respecting computation of income 
from that source mutatis mutandis, 


Inclusions 


6. (1) There shall be included in compu- 
g the income of a taxpayer for a taxation 
year as income from an office or employment 
such of the following amounts as are applica- 
ble: 


(a) the value of board, lodging and other 
benefits of any kind whatever (except the 
benefit he derives from his employer’s 
contributions to or under a_ registered 
pension fund or plan, group sickness or 
accident insurance plan, private health 
services plan, supplementary unemployment 
benefit plan, deferred profit sharing plan or 
group term life insurance policy) received or 
enjoyed by him in the year in respect of, in 
the course of, or by virtue of an office or 
employment; 
(b) all amounts received by him in the year 
as an allowance for personal or living expen- 
ses or as an allowance for any other purpose, 
except 
(i) travelling or personal or living expense 
allowances 
(A) expressly fixed in an Act of the 
Parliament of Canada, or 


Amounts to 


5. (1). Subsection 5(1), modified 


(2). New 


6. (1). 


(a). Paragraph 5(1)(a), modified 


(b). Paragraph 5(1)(d) 


‘A ae 5. a ; ae a * a af a) Se ys i. <i MA r Me , s 
Bie ee eee eat x 
-(B) paid under the authority of Hie Pie ee 


Treasury Board to a person who was | Raker E eke 


- appointed or whose services were enga- 
ged pursuant to the /nquiries Act, in 
respect of the discharge of his duties 
relating to such appointment or enga- 
gement, 7 | 
(ii) travelling and separation allowances 
received under service regulations as a 
member of the Canadian Forces, 
(iii) representation or other special allow- 
ances received in respect of a period of 
absence from Canada as a person des- 
cribed in paragraph 250(1)(b), (c) or (@), 
(iv) representation or other special allow- 
ances received by an agent-general of a 
province in respect of a period while he 
was in Ottawa as the agent-general of the 
province, | 
(v) reasonable allowances for travelling 
expenses received by an employee from 
his employer in respect of a period when 
he was employed in connection with the 


selling of property or negotiating of 


contracts for his employer, 
(vi) reasonable allowances received by a 
minister or clergyman in charge of or 
ministering to a diocese, parish or congre- 
gation for expenses for transportation 
incident to the discharge of the duties of 
his office or employment, 
(vii) allowances (not in excess of reasona- 
ble amounts) for travelling expenses 
received by an employee (other than an 
employee employed in connection with 
the selling of property or negotiating of 
contracts for his employer) from his 
employer if they were computed by 
reference to time actually spent by the 
employee travelling away from 
(A) the municipality where the emplo- 
yers establishment at which the 
employee ordinarily worked or to 
which he ordinarily made his reports 
was located, and 


Director’s 
or other 
fees 


 Alloca- 


tions, etc., 
under profit 
sharing 

plan 


Standby 


charge for 


automobile 


& 
i 


“4 benefits 


(B) the metropolitan area, if there is 
one, where that establishment was 
located, 
in the performance of the duties of his 
office or employment, or 


(viii) such part of the aggregate of allow- 
ances received by a volunteer fireman 
from a government, municipality or other 
public authority for expenses incurred by 
him in respect of, in the course of, or by 
virtue of the discharge of his duties as a 
volunteer fireman, as does not exceed 
$300; 
(c) director’s or other fees received by him 
in the year in respect of, in the course of, or 
by virtue of an office or employment; 


(dq) amounts allocated to him in the year by 
a trustee under an employees profit sharing 
plan as provided by section 144 except sub- 
section (4) thereof, and amounts required by 
subsection 144(7) to be included in com- 
puting his income for the year; 


(e) where his employer made an automobile 
available to him in the year for his personal 
use (whether for his exclusive personal use 
or otherwise), the amount, if any, by which 
an amount that would be a reasonable 
standby charge for the automobile for the 
aggregate number of days in the year during 
which it was made so available (whether or 
not it was used by the taxpayer) exceeds the 
ageregate of 

(i) the amount paid by him in the year to 

his employer for the use of the automo- 

bile, and 

(ii) any amount included in computing 

his income for the year by virtue of 

paragraph (a) in respect of the use by him 

- of the automobile in the year; and 

(f) the aggregate of amounts received by 
him in the year that were payable to him on 
a periodic basis in respect of the loss of all or 
any part of his income from an office or 
employment, pursuant to a 

(i) sickness or accident insurance plan, 


ag 


Subsection 6(1) 


(c). Subparagraph 6(1)\(a)(ii), modified 


(d). Paragraph 6(1)(k), modified 


(e). New 


(f). New 


Reasona- 
ble standby 
charge 
minimum 
amount 


(ii) disability insurance plan, or 
(iii) income maintenance insurance plan 
to or under which his employer has made 
a contribution, not exceeding the amount, 
if any, by which 
(iv) the aggregate of all such amounts 
received by him pursuant to the plan 
before the end of the year and 
(A) where there was a preceding taxa- 
tion year ending after 1971 in which 
any such amount was, by virtue of 
this paragraph, included in computing 
his income, after the last such year, 
and 
(B) in any other case, after 1971, 
exceeds 
(v) the aggregate of the contributions 
made by the taxpayer under the plan 
before the end of the year and 
(A) where there was a preceding taxa- 
tion year described in subparagraph 
(iv), after the last such year, and 
(B) in any other case, after 1967. 


(2) For the purposes of paragraph (1)(e) 
“an amount that would be a reasonable standby 
charge for the automobile” for the aggregate 
number of days in a taxation year during which 
it was made available by an employer shall be 
deemed not to be less than, 


(a) where the employer owned the auto- 
mobile at any time in the year, an amount in 
respect of its capital cost to the employer 
equal to the percentage thereof obtained 
when 1% is multiplied by the quotient 
obtained when such of the aggregate number 
of days hereinbefore referred to as were days 
during which the employer owned the auto- 
mobile is divided by 30 (except that if the 
quotient so obtained is not a full number it 
shall be taken to be the nearest full number 
or, if there is no nearest full number, then to 
the full number next below it), and 


—68 


Subsection 6(1) 


(2). New 
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(b) where the employer leased the auto- 
mobile from a lessor at any time in the year, 
an amount equal to 1/3 of the cost incurred 
by the employer for the purpose of leasing 
the automobile for the aggregate number of 
days hereinbefore referred to. 


(3) An amount received by one person from 
another 
(a) during a period while the payee was an 
officer of, or in the employment of, the 
payer, or 
(b) on account or in lieu of payment of, or 
in satisfaction of, an obligation arising out of 
an agreement made by the payer with the 
payee immediately prior to, during or 
immediately after a period that the payee 
-was an officer of, or in the employment of, 
the payer, | 
shall be deemed, for the purposes of section 5, 
to be remuneration for the payee’s services 
rendered as an officer or during the period of 
employment, unless it is established that, irres- 
pective of when the agreement, if any, under 
which the amount was received was made or 
the form or legal effect thereof, it cannot 
reasonably be regarded as having been received 


(c) as consideration or partial consideration 
for accepting the office or entering into the 
contract of employment, 


(d) as remuneration or partial remuneration 
for services as an officer or under the 
contract of employment, or 


(e) in consideration or partial consideration 
for a covenant with reference to what the 
officer or employee is, or is not, to do 
before or after the termination of the 
employment. 


(4) Notwithstanding any exception pro 
vided for in paragraph (1)(a), there shall be in- 
cluded in computing the income of a taxpayer 
for a taxation year as income from an office 
or employment the premium in respect of any 
period in the year for any excess over $25,000 


29 


Subsection 6(2) 


(3). Section 25 


(4). Paragraph 6(1)(db) 


of the amount of life insurance in effect on the 
life of the taxpayer during that period under a 
group term life insurance policy under which 
any life insurance was effected on the life of 
the taxpayer in respect of, in the course of, or 
by virtue of his office or employment or for- 
mer office or employment, determined as the 
remainder obtained by 
(a) dividing that proportion of the total 
premium payable on account of life insu- 
rance under the policy in respect of the 
policy year ending in the year, minus the 
amount of any dividend or experience rating 
refund payable on account of life insurance 
under the policy in respect of the policy 
year, that the number of days in that period 
is of the number of days in the policy year, 
by the mean of the total amount of life 
insurance in effect under the policy at the 
commencement of the policy year and the 
total amount of life insurance so in effect at 
the end of the policy year, © 


(b) multiplying the quotient obtained under 
paragraph (a) by the excess over $25,000 of 
the amount of life insurance in effect on the 
life of the taxpayer during that period under 
the policy, and 


(c) subtracting from the product obtained 
under paragraph (b) that proportion of any 
amount paid by the taxpayer in the year in 
respect of the amount of life insurance in 
effect on his life during that period under 
the policy that the excess over $25,000 of 
the amount of life insurance so in effect on 
his life is of the amount of life insurance so 
in effect on his life, 


and in the case of a taxpayer on whose life any 
life insurance was in effect during any period in 
the year under more than one such group 
insurance policy, 


(d) this subsection shall be read as requi- 
ring a separate determination of the amount 
Or amounts, if any, to be included in 
computing his income for the year in respect 
of each particular policy, and 


10 
Subsection 6(4) 
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(e) the expression “$25,000” in this 
subsection shall be read as referring, in 
respect of a particular policy, to that pro- 
portion of $25,000 that the amount of life 
insurance in effect on the life of: the tax- 
payer during that period under the policy is 
of the aggregate amount of life insurance in 
effect on his life during that period under all 
of the policies. 


(5) A reference in subsection (4) to “the 
policy year” ending in a taxation year shall, 
where there is no such year ending in the 
taxation year, be construed as a reference to 
the period commencing on the anniversary in 
the immediately preceding taxation year of the 
date of issue of the policy, or where there is no 
such anniversary, on the date of issue of the 
policy, and ending on the last day in the 
taxation year on which the policy was in effect. 


(6) Notwithstanding subsection (1), in 
computing the income of a taxpayer for a 


taxation year from an office or employment, 
there shall not be included 


(a) the value of, or an allowance (not in ex- 
cess of a reasonable amount) in respect of 
expenses incurred by him for, board and 
lodging received by him 
(i) in respect of, in the course of or by 
virtue of his office or employment at a 
special work site from which, by reason 
of distance from the place where he 
maintained a_ self-contained domestic 
establishment (in this subsection referred 
to as his “ordinary place of residence’’) in 
which he resided and actually supported a 
spouse or a person dependent upon him 
for support and connected with him by 
blood relationship, marriage or adoption, 
he could not reasonably be expected to 
return daily to his ordinary place of 
residence, and 


11 
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(ii) in respect of a period while he was 
required by his duties to be away, for a 
period of not less than 36 hours, from his 
ordinary place of residence; or 


(b) the value of, or an allowance (not in | 


excess of a reasonable amount) in respect of 
expenses incurred by him for, transportation 
between his ordinary place of residence and 
the special work site referred to in subpara- 
graph (a)(i), received by him 
(i) in respect of, in the course of or by 
virtue of his office or employment des- 
cribed in subparagraph (a)(i), and 
(ii) in respect of a period described in 
subparagraph (a)(ii), during which he 
received board and lodging, or a reaso- 
nable allowance in respect of expenses 
incurred by him for board and lodging, 
from his employer. 


(7) For the purposes of subsection (6) 
“special work site’ in respect of a taxpayer 
means a site 


(a) at which the duties performed by him 
were of a temporary nature, or 


(b) the location of which was such that the 
taxpayer could not reasonably be expected 
to establish and maintain a self-contained 
domestic establishment for his spouse or a 
person described in subparagraph (6){a)(i) at 
or near the site. 


(8) Notwithstanding anything in section 5 
or this section, in computing the income of a 
taxpayer for a taxation year from an office or 
employment, there shall not be included any 
amount that is, by virtue of subsection 74(3), 
not required to be so included or that is, by 
subsection 74(4), deemed not to have been 
received by him. 


7. (1) Where a corporation has agreed to 
sell or issue shares of the capital stock of the 
corporation or of a corporation with which it 
does not deal at arm’s length to an employee of 
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Subsection 6(6) 


(7). New 


(8). New 


7. (1). Subsection 85A(1) 


One 
) Subsection 7/1) 


the corporation or of a corporation with which 

it does not deal at arm’s length, 
(a) if the employee has acquired shares 
under the agreement, a benefit equal to the 
amount by which the value of the shares at 
the time he acquired them exceeds the 
amount paid or to be paid to the corpora- 
tion therefor by him shall be deemed to have 
been received by the employee by virtue of 
his employment in the taxation year in 
which he acquired the shares; 


(b) if the employee has transferred or other- 
wise disposed of rights under the agreement 
in respect of some or all of the shares to a 
person with whom he was dealing at arm’s 
length, a benefit equal to the value of the 
consideration for the disposition shall be 
deemed to have been received by the 
employee by virtue of his employment in 
the taxation year in which he made the 
_ disposition; 
(c) if rights of the employee under the 
agreement have, by one or more transactions 
between persons not dealing at arm’s length, 
_ become vested in a person who has acquired 
shares under the agreement, a benefit equal 
to the amount by which the value of the 
shares at the time that person acquired them 
exceeds the amount paid or to be paid to the 
corporation therefor by that person shall be 
deemed to have been received by the 
employee by virtue of his employment in 
the taxation year in which that person 
acquired the shares; and 
(d) if rights of the employee under the 
agreement have, by one or more transactions 
between persons not dealing at arm’s length, 
become vested in a person who has trans- 
ferred or otherwise disposed of rights under 
the agreement to a person with whom he 
was dealing at arm’s length, a benefit equal 
to the value of the consideration for the 
disposition shall be deemed to have been 
received by the employee by virtue of his 
employment in the taxation year in which 
that person made the disposition. 


Shares held 
by a 
trustee 


Special 
provision 


Application 


Idem 


Shares 
purchased 
by trustee 
for 
employees 
of corpo- 
ration 


(2) Where a share is held by a trustee in 
trust or otherwise, either absolutely, condition- 
ally or contingently, for an employee, the 
employee shall be deemed, for the purposes of 
this section, to have acquired the share at the 
time the trustee commenced so to hold it. 

(3) Where a corporation has agreed to sell or 
issue shares of the capital stock of the corpora- 
tion or of a corporation with which it does not 
deal at arm’s length to an employee of the 
corporation or of a corporation with which it 
does not deal at arm’s length 

(a) no benefit shall be deemed to have been 

received or enjoyed by the employee under 

or by virtue of the agreement for the 
purpose of this Part except as provided by 
this section, and 

(b) the income for a taxation year of the 

corporation or of a corporation with which 

it does not deal at arm’s length shall be 
deemed to be not less than its income for 
the year would have been if a benefit had 
not been conferred on the employee by the 

sale or issue of the shares to him or to a 

person in whom his rights under the 

agreement have become vested. 


(4) For greater certainty it is hereby 
declared that, where a person to whom any 
provision of subsection (1) would otherwise 
apply has ceased to be an employee before all 
things have happened that would make that 
provision applicable, subsection (1) shall 
continue to apply as though the person were 
still an employee and as though the employ- 
ment were still in existence. 

(5) This section does not apply if the 
benefit conferred by the agreement was not 
received in respect of, in the course of, or by 
virtue of the employment. 

(6) Where a corporation has entered into an 
arrangement whereby shares of the corporation 
or of a corporation with which it does not deal 
at arm’s length are purchased by a trustee to be 
held by him in trust for sale to an employee of 
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| the corporation or of a corporation with whom 
it does not deal at arm’s length, 
(a) for the purposes of this section except 
subsection (2), any rights of the employee 
under the arrangement in respect of those 
shares, any shares acquired thereunder by 
| the employee or by a person in whom rights 
} of the employee thereunder in respect of 
those shares have become vested, and any 
amounts paid or agreed to be paid to the 
trustee for any shares acquired thereunder 
by the employee or any such person, shall be 
deemed to be, respectively, rights under, 
shares acquired under, and amounts paid or 
agreed to be paid to the corporation for 
shares acquired under, an agreement with 
_the corporation whereby the corporation has 
agreed to sell or issue shares to the 
employee; and 


4 (b) subsection (2) does not apply in respect 
‘ of shares held by the trustee under the 
arrangement. 


Deductions 


“Deductions 8. (1) In computing a taxpayer’s income §8. (1). New 
ada for a taxation year from an office or em- 
. ployment, there may be deducted such of the 
a. following amounts as are wholly applicable to 
that source or such part of the following 
amounts as may reasonably be regarded as 


applicable thereto: 
eae (a) a single amount in respect of all offices (a). New 


deduction and employments of the taxpayer, equal to 
the lesser of $150 and 3% of the aggregate of 
(i) his incomes for the year from all 
offices and employments (other than the 


SiN en Ft de 
a> a tn NY ee ee 


.. office of a corporation director) before 
i making any deduction under this sec- 
tion, and 


SEA DEPLETE 
os oe © ss ass oF ie ec Re 


Legal 
expenses of 
employee 


Clergyman’s 
residence 


Teachers’ 
exchange 
fund 
contribution 


(ii) all amounts included in computing his 
income for the year by virtue of para- 
graphs 56(1)(m) and (0); 
(b) amounts paid by the taxpayer in the 
year aS or on account of legal expenses 
incurred by him in collecting salary or wages 
owed to him by his employer or former 
employer; 
(c) where the taxpayer is a member of the 
clergy or of a religious order or a regular 
minister of a religious denomination, and is 
in charge of, or ministering to a diocese, 
parish or congregation, or engaged ex- 
Clusively in full-time administrative service 
by appointment of a religious order or 
religious denomination, an amount equal to 
(i) the value of the residence or other 
living accommodation occupied by him in 
the course of or by virtue of his office or 
employment as such member or minister 
so in charge of or ministering to a 
diocese, parish or congregation, or so 
engaged in such administrative service, to 
the extent that such value is included in 
computing his income for the year by 
virtue of section 6, or 
(ii) rent paid by him for a residence or 
other living accommodation rented and 
occupied by him, or the fair rental value 
of a residence or other living accommo- 
dation owned and occupied by him, 
during the year but not, in either case, 
exceeding his remuneration from his of- 
fice or employment as described in subpa- 
ragraph (i); 
(d) a single amount in respect of all employ- 
ments of the taxpayer as a teacher, not 
exceeding $250 paid by him in the year toa 
fund established by the Canadian Education 
Association for the benefit of teachers from 
Commonwealth countries present in Canada 
under a teachers’ exchange arrangement; 
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(b). Paragraph 11(1)(ib), modified 


(c). Paragraph 11(1)(q) 


(d). Paragraph 11(1)(qa) 


r station 


-Salesman’s 
_ expenses 


employee’s 
expenses 


od 


elegrapher 


(e) amounts disbursed by the taxpayer in 
the year for meals and lodging while em- 
ployed by a railway company away from his 


ordinary place of residence as a relieving 
telegrapher or station agent or on main- 


tenance and repair work to the extent that 
he has not been reimbursed and is not 
entitled to be reimbursed in respect thereof; 


_(f) where the taxpayer was employed in 


the year in connection with the selling 
of property or negotiating of contracts for 
his employer, and | 
(i) under the contract of employment was 
required to pay his own expenses, 
(ii) was ordinarily required to carry on 
the duties of his employment away from 
his employer’s place of business, 
(iii) was remunerated in whole or part by 
commissions or other similar amounts 
fixed by reference to the volume of the 
sales made or the contracts negotiated, 
and 3 
(iv) was not in receipt of an allowance for 
travelling expenses in respect of the taxa- 
tion year that was, by virtue of subpa- 
ragraph 6(1)(b\(v), not included in com- 
puting his income, 
amounts expended by him in the year for 
the purpose of earning the income from the 
employment, not exceeding the commissions 
or other similar amounts fixed as aforesaid 
received by him in the year; 
(g) where the taxpayer was an employee of 
a person whose principal business was 
passenger, goods, or passenger and goods 
transport and the duties of the employment 
required him, regularly, 
(i) to travel, away from the municipality 
where the employer’s establishment to 
which he reported for work was located 
and away from the metropolitan area, if 
there is one, where it was located, on 
vehicles used by the employer to trans- 
port the goods or passengers, and 


ag 


Subsection 8(1) 
(e). Subsection 11(5), modified 


(f). Subsection 11(6) 


(g). Subsection 11(7) 


Travelling 
expenses 


Dues and 
other ex- 
penses of 
performing 
duties 


(ii) while so away from such municipality 
and metropolitan area, to make dis 
bursements for meals and lodging, 
amounts so disbursed by him in the year 
to the extent that he has not been reim- 
bursed and is not entitled to be reimbursed 
in respect thereof; 
(h) where the taxpayer, in the year, 
(i) was ordinarily required to carry on the 
duties of his employment away from his 
employer’s place of business or in dif- 
ferent places, 
(ii) under the contract of employment 
was required to pay the travelling ex- 
penses incurred by him in the per- 
formance of the duties of his office or 
employment, and 
(iii) was not in receipt of an allowance for 
travelling expenses that was, by virtue of 
subparagraph 6(1)(b\v), (vi) or (vii), 
not included in computing his income 
and did not claim any deduction for the 
year under paragraph (e), (f) or (g), 
amounts expended by him in the year for 
travelling in the course of his employment; 
(i) amounts paid by the taxpayer in the 
year as 
(i) annual professional membership dues 
the payment of which was necessary to 
maintain a professional status recognized 
by statute, 
(ii) office rent, or salary to an assistant or 
substitute, the payment of which by the 
officer or employee was required by the 
contract of employment, 
(iii) the cost of supplies that were con- 
sumed directly in the performance of the 
duties of his office or employment and 
that the officer or employee was required 
by the contract of employment to supply 
and pay for, 
(iv) annual dues to maintain membership 
in a trade union as defined 
(A) by section 3 of the Canada Labour 
Code, or 


18 
Subsection &(1) 


(h). Subsection 11(9) | 
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- Automo- 
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Canada 
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_ plan 


(B) in any provincial statute providing 
for the investigation, conciliation or 
settlement of industrial disputes, 
or to maintain. membership in an asso- 
ciation of public servants the primary 
object of which is to promote the im- 
provement of the members’ conditions 
of employment or work, and 


(v) annual dues that were, pursuant to the 
provisions of a collective agreement, re- 
tained by his employer from his remu- 
neration and paid to a trade union or 
association designated in subparagraph 
(iv) of which the taxpayer was not a 
member, 


to the extent that he has not been reim- 
_bursed, and is not entitled to be reimbursed 


in respect thereof; 
(7) where a deduction may be made under 
paragraph (f) or (”) in computing the tax- 
payer’s income from an office or employ- 
ment for a taxation year, 
(i) any interest paid by him in the year on 
borrowed money used for the purpose of 
acquiring an automobile used in the 
performance of the duties of his office or 
employment, and 
(ii) such part, if any, of the capital cost to 
him of an automobile used in the per- 
formance of the duties of his office or 
employment as is allowed by regulation; 
(kK) any amount payable by him as an 
employee’s premium for the year under the 
Unemployment Insurance Act, 1971; 
(72) any amount payable by him as an 
employee for the year as a contribution 
under the Canada Pension Plan or under a 
provincial pension plan as defined in section 
3 of the Canada Pension Plan; and 


(m) amounts contributed by the taxpayer in 

the year to or under a registered pension 

fund or plan, 
(i) not exceeding in the aggregate his 
contribution limit for the year under this 
subparagraph in respect of the fund or 
plan, if retained by his employer from 
his remuneration for or under the fund 
or plan in respect of services rendered in 
the year or paid into or under the fund 
or plan by the taxpayer as part of his 
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Subsection 8(1) 


(7). Subsection 11(11), modified 


(k). New 


(J). Paragraph 11(1)(x) 


(m). Paragraph 11(1)(@), modified 


dues for the year as a member of a trade 

union, 

(ii) not exceeding in the aggregate, the 

lesser of 
(A) his contribution limit for the year 
under this subparagraph in respect of 
the fund or plan, paid by him in the 
year into or under the fund or plan in 
respect of services rendered by him 
previous to the year while he was not 
a contributor, and 
(B) that part of an amount paid by 
him in the year into or under the fund 
or plan in respect of services rendered 
by him previous to the year while he 
was not a contributor that is not in 
excess of the product obtained by 
multiplying the number of years pre- 
vious to the year in which he rendered 
services while he was not a contributor 
by his contribution limit for the year 


under this subparagraph in respect of 


the fund or plan, and subtracting from 
the product so obtained the aggregate 
of all amounts deducted under this 
subparagraph in previous years, 
to the extent not deductible in the 
immediately preceding year under pa- 
ragraph 60(/), and 
(iii) not exceeding in the aggregate $2,500 
minus any amount deducted under sub- 
paragraph (i) or (ii) in computing his 
income for the year, paid by him in the 
year whether into or under the fund or 
plan or into or under any other such fund 
or plan in respect of services rendered by 
him previous to the year while he was a 
contributor, to the extent not deductible 
in the immediately preceding year under 
paragraph 60(/). 
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(2) Except as permitted by this section, no 
deductions shall be made in computing a 
taxpayer’s income for a taxation year from an 
office or employment. 


(3) In computing a taxpayer’s income for a 
taxation year, no amount is deductible under 
ee (1)@) 

- @) if any amount has been deducted under 
paragraph (1)(f) in computing his income for 
the year, 

(b) if the taxpayer was, at any time in the 

year, a member of the Senate or House of 

Commons of Canada, or 


-(c) in the case of a taxpayer to whom 
subsection 81(2) or (3) applies, except to 

. the extent that the amount otherwise de- 
ductible under paragraph (1)\@) in compu- 
ting his income for the year exceeds the 
amounts that, but for subsection 81(2) or 
(3), as the case may be, would be included 
in computing that income. 


(4) An amount expended in respect of a 
meal consumed by an officer or employee shall 
not be included in computing the amount 
of a deduction under paragraph (1)(/) or (A) 
unless the meal was consumed during a period 
while he was required by his duties to be away, 
for a period of not less than twelve hours, from 
the municipality where the employer’s esta- 
blishment to which he ordinarily reported for 
work was located and away from the me- 
tropolitan area, if there is one, where it was 
located. 


(5) Notwithstanding subparagraphs (1)(/)(i) 
and (iv), annual dues are not deductible there- 
under in computing a taxpayer’s income from 
an office or employment to the extent that 
they are, in effect, levied 

(a) for or under a superannuation fund or 

plan, 

(b) for or under a fund or plan for annui- 

ties, insurance or similar benefits, or 
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(c) for any other purpose not directly re- 
lated to the ordinary operating expenses of 
the association or trade union to which they 
were paid. 


(6) For the purposes of paragraph (1)\(m), a 
taxpayer’s “contribution limit” for a taxation 
year under subparagraph (1m i) or (ii) in 
respect of a registered pension fund or plan 
means such amount as is designated by the 
taxpayer in his return of income for the year 
to be his contribution limit for the year under 
subparagraph (1)\m)(i) or (ii), as the case may 
be, in respect of that fund or plan, not exceed- 
ing however the amount, if any, by which 
$2,500 exceeds the aggregate of amounts each 
of which is his contribution limit for the year 
under subparagraph (1)(m i) or (ii), as the 
case may be, in respect of any other such fund 
or plan. 


(7) For the purpose of determining whether 
a teacher may deduct amounts contributed by 
him to or under a registered pension fund or 
plan in computing his income for a taxation 
year during which he was employed by Her 
Majesty or a person exempt from tax for the 
year under section 149, subparagraph (1)(m)(ii) 
shall be read as though the words “while he was 
not a contributor’ were deleted. 


(8) Where an amount has been contributed 
by a taxpayer to or under a registered pension 
fund or plan 

(a) after 1945, in respect of services render- 

ed by him in a year while he was not a 

contributor, or 

(b) after 1962, in respect of services render- 

ed by him in a year while he was a 

contributor, 
it may be included in computing a deduction 
under 

(c) subparagraph (1)(m ii), in the case of 

an amount described in paragraph (@), or 

(d) subparagraph (1)(m){iii), in the case of 

an amount described in paragraph (b), 


22, 


Subsection 8(5) 


(6). New 


(7). Subsection 11(3c) 


(8). Subsection 11(8) 


for taxation years subsequent to the year in 
which it was contributed to the extent that it 
exceeds the aggregate of amounts deductible in 
respect thereof under this subsection, sub- 
pa raph (1)(m)ii) or (iii) or paragraph 

in computing incomes for years pre- 
ceding the taxation year. 


\ 


_ Foreign (9) In computing the income of a taxpayer 
a aa for a taxation year from the duties of an office 
_ taxes or employment performed by him in a country 


other than Canada, there may be deducted the 
amount, if any, of any income or profits taxes 
paid to the government of a state, province or 
other political subdivision of that country to 
the extent that such taxes 


(2) were deductible under the laws of that 
country in computing the amount for the 
year on which the taxpayer is liable to pay 
income or profits tax imposed by the gov- 
ernment of that country, and 


(6) may reasonably be regarded as having 
been paid in respect of the income of the 
taxpayer for the year from the duties so 
performed. ; 


Subdivision b — Income or loss from 
a business or property 


Basic Rules 


Income from 9. (1) Subject to this Part, a taxpayer’s 
aaah income for a taxation year from a business or 
property is his profit therefrom for the year. 


eff 


| Loss from (2) Subject to section 31, a taxpayer’s loss 


for a taxation year from a business or property 
is the amount of his loss, if any, for the 
taxation year from that source computed by 
applying the provisions of this Act respecting 
computation of income from that source mu- 
tatis mutandis. 


* i business or 
: property 
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(3) In this Act, “income from a property” 
does not include any capital gain from the 
disposition of that property and “oss from a 
property” does not include any capital loss 
from the disposition of that property. 


10. (1) For the purpose of computing in- 
come from a business, the property described in 
an inventory shall be valued at its cost to the 
taxpayer or its fair market value, whichever is 
lower, or in such other manner as may be 
permitted by regulation. 


(2) Notwithstanding subsection (1), for the 
purpose of computing income for a taxation 
year from a business, the property described in 
an inventory at the commencement of the year 
shall be valued at the same amount as the 
amount at which it was valued at the end of the 
immediately preceding year for the purpose of 
computing income for that preceding year. 


(3) Where the property described in the 
inventory of a business at the commencement 
of a taxation year has, according to the method 
adopted by the taxpayer for computing income 
from the business for that year, not been valued 
as required by subsection (1), the property 
described therein at the commencement of that 
year shall, if the Minister so directs, be deemed 
to have been valued as required by that 
subsection. 


11. (1) Where an individual is a proprietor 
of a business, his income from the business for 
a taxation year shall be deemed to be his 
income from the business for the fiscal period 
or periods ending in the year. 


(2) Where an individual’s income for a 
taxation year includes income from a business 
the fiscal period of which does not coincide 
with the calendar year, unless the context 
otherwise requires a reference in this sub- 
division to a “taxation year” or “‘year”’ shall, in 
respect of the business, be read as a reference to 
a fiscal period of the business ending in the 
year. 


DAN 


Section 9 
(3). New 


10. (1). Subsection 14(2), modified 


(2). Subsection 14(3) 


(3). Section 43A, modified 


11. (1). Subsection 15(1), modified 


(2). Subsection 85B(8) 
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siness or 


Inclusions 
12. (1) There shall be included in com- 


puting the income of a taxpayer for a taxation 
year as income from a business or property 
such of the following amounts as are applicable: 


(a) any amount received by the taxpayer in 
the year in the course of a business 


(i) that is on account of services not 
rendered or goods not delivered before 
the end of the year or that, for any other 
reason, may be regarded as not having 
been earned in the year or a previous 
year, or 
(ii) under an arrangement or under- 
standing that it is repayable in whole or 
in part on the return or resale to the 
taxpayer of articles in or by means of 
which goods were delivered to a custom- 
er 
(b) any amount receivable by the taxpayer 
in respect of property sold or services 
rendered in the course of a business in the 
year, notwithstanding that the amount may 
not be receivable until a subsequent year, 
unless the method adopted by the taxpayer 
for computing income from the business and 
accepted for the purpose of this Part does 
not require him to include any amount 
receivable in computing his income for a 
taxation year unless it has been received in 
the year; 
(c) any amount received by the taxpayer in 
the year or receivable by him in the year 
(depending upon the method regularly 
followed by the taxpayer in computing his 


_ profit) as, on account or in lieu of payment 


of, or in satisfaction of, interest; 

(d) any amount deducted as a reserve for 
doubtful debts in computing the taxpayer’s 
income for the immediately preceding year; 


12. (1) 


(a). Paragraph 85B(1)@) 


(b). Paragraph 85B(1)(b) 


(c). Paragraph 6(1\b), modified 


(d). Paragraph 6(1 e) 


a * 


Reserves in 
respect of 
certain 
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services, 
etc, 
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Payments 
based on 
production 
or use 


Previous 
reserve for 
quadrennial 
survey 


Bad debts 
recovered 


Dividends 
from cor- 
porations 
resident in 
Canada 


(e) any amount 

(i) deducted under paragraph 20(1)(m) 

(including any amount substituted by 

virtue of subsection 20(6) for any 

amount deducted under that paragraph), 

or 

(ii) deducted under paragraph 20(1 (7), 
in computing the taxpayer’s income from a 
business for the immediately preceding year; 
(f) such part of any amount payable to the 
taxpayer as compensation for damage to, or 
under a policy of insurance in respect of 
damage to, property that is depreciable 
property of the taxpayer as has been ex- 
pended by the taxpayer 

(i) within the year, and 

(ii) within a reasonable time after the 

damage, 
on repairing the damage; 
(g) any amount received by the taxpayer in 
the year that was dependent upon the use of 
or production from any property whether or 
not that amount was an instalment of the 
sale price of the property (except that an 
instalment of the sale price of agricultural 
land is not included by virtue of this 
paragraph); 
(h) any amount deducted as a reserve under 
paragraph 20(1)(0) in computing the tax- 
payer’s income for the immediately pre- 
ceding year; 
(i) any amount received in the year on 
account of a debt in respect of which a 
deduction for bad debts had been made in 
computing the taxpayer’s income for a 
previous year; 
(j) any amount required by subdivision h to 
be included in computing the taxpayer’s 
income for the year in respect of.a dividend 
paid by a corporation resident in Canada on 
a share of its capital stock; 


26 
Subsection 12(1) 
(e). New 


(f). Paragraph 6(1 ea) 
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Partnership 
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(kK) any amount required by subdivision i to 
be included in computing the taxpayer’s 
income for the year in respect of a dividend 
paid by a corporation not resident in Canada 
on a share of its capital stock or in respect of 
a share owned by the taxpayer of the capital 
stock of a foreign affiliate of the taxpayer; 
(7) any amount that is, by virtue of sub- 
division j, income of the taxpayer for the 
year from a business or property; 
(m) any amount required by subdivision k 
to be included in computing the income of 
the taxpayer for the year except any amount 
deemed by that subdivision to be a taxable 
capital gain of the taxpayer; and 


(n) any amount received by the taxpayer in 
the year under an employees profit sharing 
plan established for the benefit of employees 
of the taxpayer or of a corporation with 
whom the taxpayer does not deal at arm’s 
length. 


(2) Paragraphs (1)(@) and (b) are enacted 


for greater certainty and shall not be construed. 


as implying that any amount not referred to 
therein is not to be included in computing 
income from a business for a taxation year 
whether it is received or receivable in the year 
or not. 


13. (1) Where depreciable property of a 
taxpayer of a prescribed class has, in a taxation 
year, been disposed of and the proceeds of 
disposition exceed the undepreciated capital 
cost to him of depreciable property of that 
class immediately before the disposition, the 
lesser of 

(a) the amount of the excess, and 

(b) the amount that the excess would be if 

the property had been disposed of for the 

capital cost thereof to the taxpayer, 
shall be included in computing his income for 
the year. 
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Subsection 12(1) 
(k). New 


(J). New 


(m). Paragraph 6(1)\(h), modified 


(n). Paragraph 6(1)(/) 


(2). Subsection 85B(2) 


13. (1). Subsection 20(1) 


con aie a ‘taxpayer's income for a tax: a 
year in respect of the disposition of estan: 


_ property of a prescribed class and the taxpayer 
has, during the year but following the dis- 
positions, acquired further depreciable property 
of that class, notwithstanding subsection (1) 


and paragraph (21)(f) the following rules 
_ apply: 


(a) if the aggregate of the amounts that 
would, according to the terms of subsection 
(1), be included thereunder in computing his 
income is equal to or exceeds the amount 
that would, according to the terms of 
paragraph (21)(f), be the undepreciated 
capital cost to him of depreciable property 
of that class at the end of the year before 
any deduction is made under paragraph 
20(1)@) for that year, 
(i) the amount to be included in com- 
- puting his income for the year under sub- 


section (1) in respect of dispositions of — 


depreciable property of that class is that 
aggregate minus the amount that would 
be that undepreciated capital cost, and 
(ii) the undepreciated capital cost to him 
of depreciable property of that class at 
the end of the year is nil; and 


6) if the aggregate of the amounts that 


would, according to the terms of subsection 
- (1), be included thereunder in computing his 
income is less than the amount that would, 
according to the terms of paragraph (21X)/), 
be the undepreciated capital cost to him of 
depreciable property of that class at the end 
of the year before any deduction is made 
_ under paragraph 20(1)(2) for that year, ) 
(i) no amounts shall be included in comp- 
uting his income for the year in respect of 
depreciable property of that class under 
subsection (1), and | 


(a). Paragraph 20(2)(a) 


(b). Paragraph 20(2)(b) 


“year is the amount that it would be 
according to the terms of paragraph 
ce fo) minus that aggregate. 


_ (3) Where a taxpayer is an individual and 
his income for a taxation year includes income 
* AY from a business the fiscal period of which does 
; “not coincide with the calendar year, if de- 
_ preciable property acquired for the purpose of 
gaining or producing income for the business 
has been disposed of, 

@ for greater certainty, a reference in 
subsection (1) or (2) to a “taxation year” or 
“the year” shall be read as a reference to a 
“fiscal period” or “‘the period”; and 

(6) a reference in subsection (1) or (2) to 
“his income”’ shall be read as a reference to 
_ “his income from the business”. ey 


une 


(4) Where an amount that would otherwise 

be included in computing the income of a 
_ taxpayer for a taxation year (hereinafter re- 

ferred to as the “initial year’’) by virtue of this 

section is 

_ @) an amount payable, in respect of loss or 
_ destruction of property of a prescribed class, 

(i) under a policy of insurance, or 

(ii) otherwise as compensation for the 

property so lost or destroyed, or 


(6) an amount payable as compensation for 
_ property of a prescribed class taken under 
statutory authority or as the sale price of 
property sold to a person by whom notice of 
an intention to take it under statutory 
authority was given, 


Ss div co csi 20(1)(@) for the 


(3). Subsection 20(3) 


(4). Subsection 20(5a), modified 


—_— 


Transferred 
property 


the following rules apply: 

(c) the amount shall, to the extent that it 

has been expended by the taxpayer 
(i) in the taxation year immediately fol- 
lowing the initial year on acquiring pro- 
perty of the same class, 
(ii) in the taxation year immediately fol- 
lowing the initial year on acquiring, if 
the property so lost, destroyed, taken or 
sold was a building, a building of a pres- 
cribed class, or 
(iii) within a time certified by the Mi- 
nister of Industry, Trade and Commerce 
to be a reasonable time following the 
initial year, on acquiring, if the property 
so lost, destroyed, taken or sold was a 
vessel, a vessel of a prescribed class, 


not be included in computing the income of 

the taxpayer for the initial year; and 

(d) the amount shall, to the extent that it 

has not been included in computing the 

income of the taxpayer for the initial year, 

be deemed to be proceeds of a disposition 

made, | 
(i) in the case of a vessel, in the taxation 
year in which it is in whole or in part 
expended in accordance with paragraph 
(c), but only to the extent that it is so 
expended in that year and only if such 
year is within the time certified by the 
Minister of Industry, Trade and Com- 
merce under subparagraph (c)(iii), and 
(ii) in the case of any other property, in 
the taxation year immediately following 
the initial year 

of depreciable property of the taxpayer of 

the same class as the property so acquired. 


(5) Where depreciable property of a tax- 
payer that was included in a prescribed class 
(hereinafter in this subsection referred to as the 
“former class”) has been transferred to another 
prescribed class (hereinafter in this subsection 
referred to as the “other class’), for the 
purposes of paragraph (21) (/) 
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Subsection 1 3(4) 


(c). Paragraph 20(5a)(@) 


(d). Paragraph 20(5a)(b) 


(5). Subsection 20(Sb) 


to the taxpayer of depreciable property of 
the former class acquired before the transfer, 
the greater of 

(i)the amount, if any, by which the 
i capital cost to the taxpayer of the trans- 


i ferred property exceeds the undepreci- 
a ated capital cost to him of depreciable 
ke 

. property of the former class immediately 
4 before the transfer, and 

a (ii) the aggregate of all amounts that 


would have been allowed to the taxpayer 
in respect of the transferred property, if 
it had been a prescribed class, at the rate 
that was allowed to him in respect of 
property of the former class under regula- 
tions made under paragraph 20(1)(@) in 
computing income for the taxation years 
before the transfer; and 


(b) there shall be added to the total depre- 
ciation allowed to the taxpayer for property 
of the other class the greater of the amounts 
determined under subparagraphs (@)(i) and 


(ii). 


“Misclassified (6) Where, in calculating the amount of a 
‘Property —_ deduction allowed to a taxpayer under regula- 
ih tions made under paragraph 20(1)(@) in respect 
of depreciable property of the taxpayer of a 
prescribed class, there has been added to the 
capital cost to the taxpayer of depreciable 
property of that class the capital cost of 
depreciable property (hereinafter in this sub- 
section referred to as “added property”) of 
another prescribed class, for the purpose of this 
section and regulations made under paragraph 
20(1)(@) the added property shall, if the 
Minister so directs with reference to any taxa- 
tion year for which, within the time specified in 
paragraph 152(4)(a) or (b), the Minister may 
make any reassessment or additional assess- 
ment or assess tax, interest or penalties under 
this Part as the circumstances require, be 
deemed to have been property of the first- 
mentioned class and not of the other class at all 


ee 57 


esas ok 


(a) there shall be added to the capital cost 
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Subsection 13(5) 


(7). Subsection 20(Sc) 


3 any coat fhersot! has Ret paar Zo) by the a 
* . taxpayer before the commencement of that pe aaa waa 
year, to have been transferred from the first- Rae ae Pe Sehr Oe hes 
‘mentioned class to the other class at the — | ha wea Saved 
commencement of that year. 3 ae cece oie 


(7) For the purpose of this section andany (7). Subsection 20(6) 
regulations made under paragraph 20(1)(@) the a 
SA following rules apply: | 
vores (a) where a taxpayer, having acquired prop- (a). Paragraph 20(6)(a) 
Meets erty for the purpose of gaining or producing 

income therefrom or for the purpose of 

gaining or producing income from a busi- 

ness, has commenced at a later time to use it 

for some other purpose, he shall be deemed 

to have disposed of it at that later time at its 

fair market value at that time; 

(b) where a taxpayer, having acquired prop- — (b). Paragraph 20(6)(b) 
erty for some other purpose, has com- ey 
menced at a later time to use it for the 
purpose of gaining or producing income 

therefrom, or for the purpose of gaining or 
- producing income from a business, he shall 
be deemed to have acquired it at that later 
time at its fair market value at that time; 
(c) where property has, since it was ac- (c). Paragraph 20(6)(e) 
quired by a taxpayer, been regularly used in 

part for the purpose of gaining or producing 

income therefrom or for the purpose of 

gaining or producing income from a business 

and in part for some other purpose, the 

taxpayer shall be deemed to have acquired, 

for the purpose of gaining or producing 

income, the proportion of the property that 

the use regularly made of the property 

for gaining or producing income is of the 

whole use regularly made of the property 

at a capital cost to him equal to the 

same proportion of the capital cost to him 

of the whole property; and, if the property 

has, in such a case, been disposed of, the 
proceeds of disposition of the proportion of 

the property deemed to have been acquired 


_ proceeds of disposition of the whole prop- 
erty; 

@ where, at any time after a taxpayer has 
acquired property, there has been a change 
in the relation between the use regularly 
made by him of the property for gaining or 
producing income and the use regularly 
made of the property for other purposes, 

(i) if the use regularly made by him of the 
property for the purpose of gaining or 

_ producing income has increased, he shall 

be deemed to have acquired at that time 
depreciable property of that class at a 
capital cost equal to the proportion of 
the fair market value of the property as 
of that time that the amount of the 
increase in the use regularly made by him 
of the property for that purpose is of the 
whole use regularly made of the property, 
and 

(ii) if the use regularly made of the 
property for the purpose of gaining or 
producing income has decreased, he shall 
be deemed to have disposed at that time 
of depreciable property of that class and 
the proceeds of disposition shall be 
deemed to be an amount equal to the 
proportion of the fair market value of the 
property as of that time that the amount 
of the decrease in the use regularly made 
by him of the property for that purpose 


is of the whole use regularly made of the 


property; and 
(e) where a taxpayer has received or is 
entitled to receive from a government, mu- 
nicipality or other public authority, in 
respect of or for the acquisition of property, 
a grant, subsidy or other assistance other 
than an amount authorized to be paid under 
an Appropriation Act and on terms and 
conditions approved by the Treasury Board 
for the purpose of advancing or sustaining 
the technological capability of Canadian 
manufacturing or other industry, the capital 
cost of the property shall be deemed to be 


m 3 ir “producing i income ‘shall os 
deemed to be the same proportion of the - 


"Subsection 1 134 Ae 


(d). Paragraph 20(6)(/) 


(e). Paragraph 20(6)(h) 


Property 


the capital cost thereof to the taxpayer 
minus the amount of the grant, subsidy or 
other assistance. 


(8) Where a taxpayer, after ceasing to carry 


disposed of 6 4 business, has disposed of depreciable 


after 
ceasing 
business 


‘*Business”’ 
defined 


Deemed 
capital cost 
of certain 
property 


property of the taxpayer of a prescribed class 
that was acquired by him for the purpose of 
gaining or producing income from the business 
and that was not subsequently used by him for 
some other purpose, in applying subsection (1) 
in respect of the disposition of that property a 
reference in that subsection to a “taxation 
year” shall, notwithstanding anything in subsec- 
tion (3), not be read as a reference to a fiscal 
period. 

(9) In applying paragraphs (7)(@) to (d) 
in respect of a non-resident taxpayer, a refer- 
ence to a “business” shall be read as a reference 
to a business wholly carried on in Canada or 
such part of a business as is wholly carried on in 
Canada. 


(10) For the purposes of this Act, where a 
taxpayer has, after December 3, 1970 and 
before April 1, 1972, acquired prescribed 
property 

(a) for use in a prescribed manufacturing or 

processing business carried on by him, and 


(b) that has not been used for any purpose 
whatever before it was acquired by him, 


the taxpayer shall be deemed to have acquired 
that property at a capital cost to him equal to 
115% of the amount that, but for this subsec- 
tion and section 21, would have been the 
capital cost to him of that property. 
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Subsection 13(7) 


(8). New 


(9). Subsection 20(7) 


(10). Subsection 20(7a) 


Lae ae 


eu ’ 


€ 
at 


a 

_ Deduction 

_ in respect 

_ of automo- 
bile used in 
_ performance 
of duties 


Application 
of para. 
20(1)(cc) 


4 Where 

4 deduction 
under 

if Canadian 
_ Vessel 

: Construc- 

tion 
Assistance 

Act 


a Conversion 


_ prescribed 
; class 


(11) Any deduction made under paragraph 


8(1)() of this Act or subsection 11(11) of The | 


1948 Income Tax Act shall be deemed, for the 
purposes of this section, to have been made 
under regulations made under paragraph 
20(1)(@@). 

(12) Where, in computing the income of a 
taxpayer for a taxation year, an amount has 
been deducted under paragraph 20(1)(cc) or 
the taxpayer has elected under subsection 
20(9) to make a deduction in respect of an 
amount that would otherwise have been de- 
ductible under that paragraph, the amount 
shall, if it was a payment on account of the 
capital cost of depreciable property, be deemed 
to have been allowed to the taxpayer in respect 
of the property under regulations made under 
paragraph 20(1)(a) in computing the income of 
the taxpayer 

(a) for the year, or 

(b) for the year in which the property was 

acquired, 
whichever is the later. 


(13) Where a deduction has been made under 
the Canadian Vessel Construction Assistance 
Act for any year, subsection (1) is applicable in 
respect of the prescribed class created by that 
Act or any other prescribed class to which the 
vessel may have been transferred. 


(14) For the purposes of this section and 
any regulations made under paragraph 20(1)(@), 
a vessel in respect of which any conversion cost 
is incurred after March 23, 1967 shall, to the 
extent of the conversion cost, be deemed to be 
included in a separate prescribed class. 
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Section 13 
(11). Subsection 11(1 1a) 


(12). Subsection 20(10) 


(13). Subsection 20(9) 


(14). Subsection 20(11) 


Ore ¢ aie a ee a ata ee eer gee Toe Dee ae een on Ly ea St * ¥ 
s Sedition 12 
Subsection (15) Where a vessel owned byataxpayeron (1 5). Subsection 20(12), modified 


(i) and January 1, 1966 or constructed pursuant to a 
subdivision c ‘ ; 

aot appli. construction contract entered into by the tax- 

Jeseothay payer prior to 1966 and not completed by that 


“cases date is disposed of by the taxpayer before 
1974, 
; (a) subsection (1) and subdivision c do not 
apply to the proceeds of disposition 
(i)if an amount at least equal to the Tak » 
proceeds of disposition is used by the y 
taxpayer, before 1974 and during the 
taxation year of the taxpayer in which 
the vessel is disposed of or within 4 
months from the end of that taxation 
year, under conditions satisfactory to the 
Minister of Industry, Trade and Com- 
merce, either for replacement or to incur 
any conversion cost with respect ‘to a 
vessel owned by the taxpayer, or 
(ii) if the Minister of Industry, Trade and 
Commerce certifies that the taxpayer 
has, on satisfactory terms, deposited 
(A) on or before the day on which he 
is required to file a return of his | 
income for the taxation year in which | oe 
the vessel was disposed of, or ees: 
(B) on or before such day subsequent 
to the day referred to in clause (A), as 
the Minister of Industry, Trade and 
Commerce may specify in respect of 
the taxpayer, 
an amount at least equal to the tax that 
would, but for this subsection, be payable 
by the taxpayer under this Part in respect 
of the proceeds of disposition, or satis- 
factory security therefor, as a guarantee 
that the proceeds of disposition will be 
used before 1974 for replacement; and 
(b) the taxpayer may, within the time 
prescribed for the filing of a return of his 
income for the taxation year in which the 
vessel was disposed of, elect to have the 
vessel constituted a prescribed class, or, if 
any conversion cost in respect of the vessel 
has been included in a separate prescribed 
class, have it transferred to that class, and, if . 
he so elects, the vessel shall be deemed to eee : 
have been so transferred immediately before ye tpt 


hike 
} - a ee Lar eh. 


a - disposition of the vessel exceed the amount 

a - that would be the undepreciated capital cost 
ae of property of the class to which it would be 
i so 0 transferred. 


(16) Where a vessel owned by a taxpayer is 
disposed of by him, he may, if subsection (15) 
does not apply to the proceeds of disposition or 
_ if the taxpayer does not make an election under 
_ paragraph (15)(b), within the time prescribed 
for the filing of a return of his income for the 
_ taxation year in which the vessel is disposed of, 
elect to have the proceeds that would be 
_ included in computing his income for the year 
by virtue of this Part treated as proceeds of 
disposition of property of another prescribed 
class that includes a vessel owned by him. 


‘le stion i in 
espect of 


(17) Where a separate prescribed class has 
been constituted either under this Act or the 
Canadian Vessel Construction Assistance Act 
by virtue of the conversion of a vessel owned 
by a taxpayer and the vessel is disposed of by 
him, if no election is made under paragraph 
-(15)(0) the separate prescribed class constituted 
by virtue of the conversion shall be deemed to 
have been transferred to the class in which the 
vessel was included immediately before the 
disposition thereof. 


(18) Notwithstanding any other provision 
of this Act, where a taxpayer has 

(a) expended an amount as described in 
subparagraph (4)(c)(iii), or 


— does ve peta ries ‘ale! Tyroeasde lot io | 
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(16). Subsection 20(13), modified 


(17). Subsection 20(14) 


_ (18). Subsection 20(15), modified 


Disposition 
of deposit 


(b) made an election under paragraph 
(15)(b) with respect to a vessel and the 
proceeds of disposition of the vessel have 
been used before 1974 for replacement 
under conditions satisfactory to the 
Minister of Industry, Trade and Com- 
merce, : 

such reassessments of tax, interest or penalties 


shall be made as are necessary to give effect to 
subsections (4) and (15). 


(19) All or any part of a deposit made 
under subparagraph (15)(@)(ii) or under the 
Canadian Vessel Construction Assistance Act 
may be paid out to or on behalf of any person 
who, under conditions satisfactory to the 
Minister of Industry, Trade and Commerce and 
as a replacement for the vessel disposed of, 
acquires a vessel before 1974 

(a) that was constructed in Canada and is 

registered in Canada or is registered under 

conditions satisfactory to the Minister of 

Industry, Trade and Commerce in any 

country or territory to which the British 

Commonwealth Merchant Shipping Agree- 

ment (signed at London on December 10, 

1931) applies, and 

(b) in respect of the capital cost of which 

no allowance has been made to any other 

taxpayer under this Act or the Canadian 

Vessel Construction Assistance Act, 


or incurs any conversion cost with respect to a 
vessel owned by that person that is registered in 
Canada or is registered under conditions satis- 
factory to the Minister of Industry, Trade and 
Commerce in any country or territory to which 
the said British Commonwealth Merchant 
Shipping Agreement applies, but the ratio of 
the amount paid out to the amount of the 
deposit shall not exceed the ratio of the capital 
cost to him of the vessel or the conversion cost 
to him of the vessel, as the case may be, to the 
proceeds of disposition of the vessel disposed 
of; and any deposit or part of a deposit not so 
paid out before 1974 or not paid out pursuant 
to subsection (20) shall be paid to the Receiver 
General of Canada and form part of the 
Consolidated Revenue Fund. 
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Subsection 13(18) 


(19). Subsection 20(16) 


ey 


‘Definitions 


(20) Notwithstanding any other provision 


of this section, where a deposit was made by a _ 


taxpayer under subparagraph (15)(@)(ii) and the 
proceeds of disposition in respect of which the 
deposit was made are not used by any person 
before 1974 under conditions satisfactory to 
the Minister of Industry, Trade and Commerce 
as a replacement for the vessel disposed of, 
(a) to acquire a vessel described in para- 
graphs (19)(a) and (b), or 
(b) to incur any conversion cost with 
respect to a vessel owned by that person that 
is registered in Canada or is registered under 
conditions satisfactory to the Minister of 
_Industry, Trade and Commerce in any 
country or territory to which the British 
Commonwealth Merchant Shipping Agree- 
ment applies, 


the Minister of Industry, Trade and Commerce 
may refund to the taxpayer the deposit, or the 
part thereof not paid out to the taxpayer under 


_ subsection (19), as the case may be, in which 


case there shall be added, in computing the 
income of the taxpayer for the taxation year of 
the taxpayer in which the vessel was disposed 
of, that proportion of the amount that would 
have been included in computing his income for 
the year by virtue of this Part had the deposit 
not been made under subparagraph (15)(@)(ii) 
that the portion of the proceeds of disposition 
not so used before 1974 as such a replacement 
is of the proceeds of disposition; and notwith- 
standing any other provision of this Act such 
reassessments of tax, interest or penalties shall 
be made as are necessary to give effect to this 
subsection. 


(21) In this section and any regulations 
made under paragraph 20(1)(a), 


CO 36. 


Section LZ 
(20). Subsection 20(17) 


(21). Subsection 20(S5) 


“Conver- 
sion”’ 


*“Depre- 
ciable 
property” 


“Disposi- 
tion of 
property” 


“Proceeds 
of disposi- 
tion” 


(a) “conversion”, in respect of a vessel, 
means a conversion or major alteration in 
Canada by a taxpayer in accordance with 
plans approved in writing by the Minister of 
Industry, Trade and Commerce for the 
purposes of this Act and “conversion cost” 
means the cost of a conversion as deter- 
mined by the Minister of Industry, Trade 
and Commerce; 
(b) “depreciable property” of a taxpayer as 
of any time in a taxation year means 
property in respect of which the taxpayer 
has been allowed, or is entitled to, a deduc- 
tion under regulations made under paragraph 
20(1)(a) in computing income for that or a 
previous taxation year; 
(c) “disposition of property” includes any 
transaction or event entitling a taxpayer to 
proceeds of disposition of property; 
(d) ‘“‘proceeds of disposition” of property 
includes ; 
(i) the sale price of property that has 
been sold, 
(ii) compensation for property unlawfully 
taken, 
(iii) compensation for property destroyed 
and any amount payable under a policy 
of insurance in respect of loss or destruc- 
tion of property, 
(iv) compensation for property taken 
under statutory authority or the sale 
price of property sold to a person by 
whom notice of an intention to take it 
under statutory authority was given, 
(v) compensation for property injuriously 
affected, whether lawfully or unlawfully 
or under statutory authority or other- 
wise , 
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Subsection 13(21) 
(a). Paragraph 20(5)(aa) 


(b). Paragraph 20(5)(a) 


(c). Paragraph 20(5)(d) 


(d). Paragraph 20(5)(c) Mod. 


ise ne vedi 
on 
(vi) compensa proper 
ind any amo nt. ayable under a policy =i 


oP OE. insurance in respect of damage to 

property, except to the extent that such 
ie compensation or amount, as the case may 
be, has within a reasonable time after the 
damage been expended on repairing the 


ve. damage, 


(vii) an amount by which the liability of a 
taxpayer to a mortgagee is reduced as a 
result of the sale of mortgaged property 
under a provision of the mortgage, plus 

_any amount received by the taxpayer out 
of the proceeds of such sale, and 
(viii) any amount included in computing 
a taxpayer’s proceeds of disposition of 
the property by virtue of paragraph 
79(c); 

(e) “total depreciation” allowed to a tax- 
payer before any time for property of a 
prescribed class means the aggregate of all 
amounts allowed to the taxpayer in respect 
of property of that class under regulations 
made under paragraph 20(1)(@) in comput- 
ing income for taxation years before that 
time; 
(f) “‘undepreciated capital cost” to a tax- 
payer of depreciable property of a prescrib- 
ed class as of any time means the capital cost 
to the taxpayer of depreciable property of 
that class acquired before that time minus 
the aggregate of 

(i) the total depreciation allowed to the 

taxpayer for property of that class before 

that time, 

(ii) for each disposition before that time 
of property of the taxpayer of that class, 
the least of 
_ (A) the proceeds of disposition of the 


property, 


(e). Paragraph 20(5\(d) 


(f). Paragraph 20(5)(e), modified 


pee Rt 8 FES xe aa 
ise Bh aie # 


*“Vessel’’ 


Sale of 
goodwill 
and other 
“nothings’’ 


(B) the capital cost to him of the 

property, and 

(C) the undepreciated capital cost to 

him of property of that class im- 

mediately before the disposition, 
(iii) each amount by which the undepre- 
ciated capital cost to the taxpayer of 
depreciable property of that class as of 
the end of a previous year was reduced by 
virtue of subsection (2), and 
(iv) where the property of that class was 
acquired by the taxpayer for the purpose 
of gaining or producing income from a 
mine and the taxpayer so elects in pres- 
cribed manner and within a prescribed 
time in respect of that property, an 
amount equal to that portion of the 
income derived from the operation of 
the mine that is, by virtue of the pro- 
visions of the Income Tax Application 
Rules, 1971 relating to income from the 
operation of new mines, not included 
in computing income of the taxpayer 
or any other person; and 

(g) ‘“‘vessel’? means a vessel as defined in the 
Canada Shipping Act. 


14. (1) Where, as a result of a transaction 
occurring after 1971, an amount has become 
payable to a taxpayer in a taxation year in 
respect of a business carried on or formerly 
carried on by him and the consideration given 
by the taxpayer therefor was such that, if any 
payment had been made by the taxpayer after 
1971 for that consideration, the payment 
would have been an eligible capital expenditure 
of the taxpayer in respect of the business, there 
shall be included in computing the taxpayer’s 
income for the year from the business thé 
amount, if any, by which 1/2 of the amount so 
payable (which 1/2 is hereafter in this section 
referred to as an “eligible capital amount” in 
respect of the business) exceeds the taxpayer’s 
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Subsection 13(21) 


(g). Paragraph 20(5)(f) 


14. (1). New 


cumulative eligible capital in respect of the — 
_ business immediately before the amount so — 


payable became payable to the taxpayer. 


(2) Where any amount is, by any provision 
of this Act, deemed to be a taxpayer’s proceeds 
of disposition of any property disposed of by 
him at any time, for the purposes of subsection 
(1) that amount shall be deemed to have 
become payable to him at that time. 


(3) Where a taxpayer has, during a taxation 
year but after the latest time at which any 
amount payable to him (in respect of which he 
is required by subsection (1) to include an 
amount in computing his income for the year 
from a business) became payable to him, made 
or incurred outlays or expenses that are eligible 
capital expenditures in respect of the business, 
notwithstanding subsection (1) and paragraph 
(S)(a), the following rules apply: 

(a) if the aggregate of the amounts that 

would, according to the terms of subsection 

(1), be included in computing his income for 

the year from the business is equal to or 

exceeds his cumulative eligible capital in 
respect of the business at the end of the 
year, 
(i) the amount to be included in com- 
puting his income for the year from the 
business under subsection (1) is that 
aggregate minus the amount that would 
otherwise be his cumulative eligible 
capital in respect of the business at the 
end of the year, and 
(ii) his cumulative eligible capital in res- 
pect of the business at the end of the 
year is nil; and 


Subsection 14/ 1 VE 


(2). New 


(3). New 


ae year ‘from ‘the tjunce is ae than his” 
cumulative eligible capital in respect of # the 
business at the end of the year, 
(i) no amounts shall be included in com- 
puting his income for the year from the 
business under subsection (1), and 
(ii) his cumulative eligible capital in 
respect of the business at the end of the 
year is the amount thereof otherwise 
determined minus that aggregate. 


(4) Where a taxpayer is an individual and 
his income for a taxation year includes income 
from a business the fiscal period of which does 
not coincide with the calendar year, for greater 
certainty a reference in this section to a 


“taxation year” or “year” shall be read as a_ 


reference to a “fiscal period” or “‘period”. 


(5) In this section, 
(a) “cumulative eligible capital” of a tax- 
payer at any time in respect ob a business 
means 
(i) 1/2 of the aggregate of the eligible 
capital expenditures in respect of the 
business made or incurred by the tax- 
payer before that time, 


minus 
(ii) the aggregate of 


(A) all amounts each of which is an 


amount in respect of any taxation year 
of the taxpayer ending before that 
time, equal to the amount deducted 
under paragraph 20(1)(b) in comput- 
ing the taxpayer’s income for that year 
from the business, 


(4). New 


(5). New 


ay respect ‘of the business that became 


i ae - payable to the taxpayer before that 


time, the lesser of 
1. the eligible capital amount, and 
2. the cumulative eligible capital of 
the taxpayer in respect of the busi- 
- ness immediately before the dis- 
position as a result of which the 
eligible capital amount became 
payable, and 
(C) all amounts by which the cumu- 
lative eligible capital of the taxpayer 
in respect of the business at the end 
of any taxation year of the taxpayer 
ending before that time was reduced 
by virtue of subsection (3); and 
(b) “eligible capital expenditure” of a tax- 
payer in respect of a business means the 
portion of any outlay or expense made or 
incurred by him, as a result of a transaction 
occurring after 1971, on account of capital 
for the purpose of gaining or producing 
income from the business, other than any 
such outlay or expense 
(i)in respect of which any amount is or 
would be, but for any provision of this 
Act limiting the quantum of any deduc- 
tion, deductible (otherwise than under 
paragraph 20(1)(6)) in computing his 
income from the business, or in respect of 
which any amount is, by virtue of any 
provision of this Act other than para- 
graph 18(1)(0), not deductible in com- 
puting such income, 
(ii) made or incurred for the purpose of 
gaining or producing income that is 
exempt income, or 
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(iii) that is the cost of, or any part of the 
cost of, ; , 
(A) tangible property of the taxpayer, i : 
(B) intangible property that is depre- 
ciable property of the taxpayer, 
(C) property in respect of which any 
deduction (otherwise than under para- 
graph 20(1)(b)) is permitted in com- 
puting his income from the business or 
would be so permitted if his income 
from the business were sufficient for 
the purpose, or 
(D) an interest in, or right to acquire, 
any property described in any of 
clauses (A) to (C), 
but, for greater certainty and without re- 
stricting the generality of the foregoing, does 
not include any portion of 
(iv) any amount paid or payable, as the 
case may be, to any creditor of the 
taxpayer as, on account or in lieu of 
payment of any debt or as or on account 
of the redemption, cancellation or 
purchase of any bond or debenture, 
(v) where the taxpayer is a corporation, 
any amount paid or payable, as the case 
may be, to a person as a shareholder of 
the corporation, or 
(vi) any amount that is the cost of, or any 
part of the cost of, 
(A) an interest in a trust, 
(B) an interest in a partnership, 
(C)a share, bond, debenture, mort- 
gage, hypothec, note, bill or other 
similar property, or 
(D) an interest in, or right to acquire, 
any property described in any of 
clauses (A) to (C). 


15. (1) Where in a taxation year 

-@) a payment has been made by a corpora- 

tion to a shareholder otherwise than pur- 
-suant to a bona fide business transaction, 

(b) funds or property of a corporation have 

: been appropriated in any manner whatever 
a to, or for the benefit of, a shareholder, or 

ee (c) a benefit or advantage has been con- 
oe ferred on a shareholder by a corporation, 


4 NEE otherwise than 

g ‘ (dZ) by way of a transaction to which section 
a 84 applies, 

; (e) by the payment of a dividend, or 


(f) by conferring on all holders of common 
shares of the capital stock of the corporation 
a right to buy additional common shares 
* thereof, 


the amount or value thereof shall be included in 
computing the income:of the shareholder for 
the year. 


(2) Where a corporation has in a taxation 
year made a loan to a shareholder, the amount 
thereof shall be included in computing the 
income of the shareholder for the year unless 


(a) the loan was made 

(i) in the ordinary course of its business 

and the lending of money was part of its 

ordinary business, 

(ii) to an officer or servant of the cor- 

poration to enable or assist him to 

purchase or erect a dwelling house for his 
own occupation, 

(iii) to an officer or servant of the cor- 
poration to enable or assist him to 
purchase from the corporation fully paid 

Ss shares of the corporation to be held by 
: him for his own benefit, or 
a (iv) to an officer or servant of the cor- 
poration to enable or assist him to 
purchase an automobile to be used by 
him in the performance of the duties of 
? his office or employment, 
. and bona fide arrangements were made 
| at the time the loan was made for repay- 
ment thereof within a reasonable time, or 


. 15. (1). Subsection 8(1), modified 


(2). Subsection 8(2) 
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Be ean Oe ha, RE OR ge eile ER ACORN kT Sie MS Ni nse eR OR 
y i Pe , es ; : , <s P \ ¢ 


Subsection 15(2) 
(b) the loan was repaid within one year Pie 
from the end of the taxation year of the Da AA i BNsahs 
corporation in which it was made and it is hate ere t, 
established, by subsequent events or other- 
wise, that the repayment was not made asa 
part of a series of loans and repayments, 
and, where the shareholder is a corporation, 
the amount so included in computing its 
income for the year shall be deemed to have 
been received by it as a dividend. 


Interest on (3) An annual or other periodic amount _—(3). Subsection 8(3), modified 
ay paid by a corporation resident in Canada to a an 6 
taxpayer in respect of an income bond or in- 
come debenture shall be deemed to have been 
received by the taxpayer as a dividend unless 
the corporation is entitled to deduct the 
amount so paid in computing its income. 
Idem (4) An annual or other periodic amount (4). New 
paid by a corporation not resident in Canada to 
a taxpayer in respect of an income bond or in- 
come debenture shall be deemed to have been 
received by the taxpayer as a dividend unless 
the amount so paid was, under the laws of the 
country in which the corporation was resident, 
deductible in computing the amount for the 
year on which the corporation was liable to pay 
income or profits tax imposed by the govern- 
ment of that country. 
Where _ (5) Where a corporation has made an auto- (5). New 
_Sepsaiane mobile available to a shareholder in a taxation 
available year for his personal use (whether for his 
‘deemige exclusive personal use or otherwise), the 


amount, if any, by which an amount that 
would be a reasonable stand-by charge for the 
automobile for the aggregate number of days in 
the year during which it was made so available 
(whether or not it was used by the shareholder) 
exceeds the aggregate of 

(a) the amount paid in the year by the 

shareholder to the corporation for the use of 

the automobile, and 


ies eo » : - oo A an es Ne ale Subsection 15(5) 
, - (b) any amount included in computing the 
shareholder’s income for the year by virtue 
of subsection (1) in respect of the use by him 
of the automobile in the year, 
a shall be included in computing his income for 
] the year. 


Application (6) Subsection 6(2) is applicable mutatis (6). New 
ofss. 6(2) mutandis to subsection (5). 


pplication (7) For greater certainty, subsections (1), (7). Subsection 8(4), modified 
(2) and (5) are applicable in computing the in- 

come of a shareholder for the purposes of this 

Part whether or not the corporation was resident 

or carried on business in Canada. 


5) 
Le 
ay 


16. (1) Where a payment under a contract 16. (1). Subsection 7(1) 
or other arrangement can reasonably be regard- 
ed as being in part a payment of interest or 
other payment of an income nature and in part 
a payment of a capital nature, the part of the 
payment that can reasonably be regarded as a 
payment of interest or other payment of an 
income nature shall, irrespective of when the 
contract or arrangement was made or the form 
or legal effect thereof, be included in comput- 
ing the recipient’s income from property. 


“Obligation (2) Where, in the case of a bond, debenture, (2). Subsection 7(2), modified 
Assuedat ill, note, mortgage, hypothec or similar obliga- 
tion issued after December 20, 1960 and before 
June 18, 1971 by a person exempt from tax 
under section 149, a non-resident person not 
carrying on business in Canada, or a govern- 
ment, municipality or municipal or other public 
body performing a function of government, 
(a) the obligation was issued for an amount 
that is less than the principal amount there- 
of, 
(b) the interest stipulated to be payable on 
the obligation, expressed in terms of an 
annual rate on 
(i) the principal amount thereof, if no 
amount is payable on account of the 
principal amount before the maturity of 
the obligation, or 


Idem 


(ii) the amount outstanding from time to 
time as or on account of the principal 
amount thereof, in-any other case, 

is less than 5%, and 


(c) the yield from the obligation, expressed 
in terms of an annual rate on the amount for 
which the obligation was issued (which 
annual rate shall, if the terms of the obliga- 
tion or any agreement relating thereto con- 
ferred upon the holder thereof a right to 
demand payment of the principal amount of 
the obligation or the amount outstanding as 
or on account of the principal amount 
thereof, as the case may be, before the 
maturity of the obligation, be calculated on 
the basis of the yield that produces the 
highest annual rate obtainable either on the 
maturity of the obligation or conditional 
upon the exercise of any such right) exceeds 
the annual rate determined under paragraph 
(b) by more than 1/3 thereof, 


the amount by which the principal amount of — 


the obligation exceeds the amount for which 
the obligation was issued shall be included in 
computing the income of the first owner of the 
obligation who is a resident of Canada and is 
not a person exempt from tax under section 
149 or a government, for the taxation year of 
the owner of the obligation in which he became 
the owner thereof. 


(3) Where, in the case of a bond, deben- 
ture, bill, note, mortgage, hypothec or similar 
obligation issued after June 18, 1971 by a 
person exempt from tax under section 149, a 
non-resident person not carrying on business in 
Canada, or a government, municipality or 
municipal or other public body performing a 
function of government, 


(a) the obligation was issued for an amount 
that is less than the principal amount there- 
of, and 


ratte 
Subsection 16(2) 


(3). New 


SY fade | Com mas as | atone Ss 
Has Iori ee 


Application 
of ss, (1) 
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(b) the yield from the obligation, expressed 
in terms of an annual rate on the amount for 
which the obligation was issued (which 
annual rate shall, if the terms of the obliga- 
tion or any agreement relating thereto con- 
ferred upon the holder thereof a right to 
demand payment of the principal amount of 
the obligation or the amount outstanding as 
or on account of the principal amount 
thereof, as the case may be, before the 
maturity of the obligation, be calculated on 
the basis of the yield that produces the 
highest annual rate obtainable either on the 
maturity of the obligation or conditional 
upon the exercise of any such right) exceeds 
4/3 of the interest stipulated to be payable 
on the obligation, expressed in terms of an 
annual rate on 
(i) the principal amount thereof, if no 
amount is payable on account of the 
principal amount before the maturity of 
the obligation, or 
(ii) the amount outstanding from time to 
time as or on account of the principal 
amount thereof, in any other case, 


the amount by which the principal amount of 
the obligation exceeds the amount for which 
the obligation was issued shall be included in 
computing the income of the first owner of the 
obligation who is a resident of Canada and is 
not a person exempt from tax under section 
149 or a government, for the taxation year of 
the owner of the obligation in which he became 
the owner thereof. 


(4) Subsection (1) does not apply to any 
amount received by a taxpayer in a taxation 
year 

(a) as an annuity payment; 

(b) as a refund of premiums or contribu- 

tions paid by the holder of a life annuity 

contract, as defined by regulation, upon the 
death of such holder; or 
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(4). Subsection 7(5) 


Idem 


Loan to 
non- 
resident 
person 


Exception 


Further 
exception 


(c) in satisfaction of the rights of the 
taxpayer under a life annuity contract, as 
defined by regulation, that was entered into 
before June 14, 1963 except to the extent 
that the amount so received, exceeds the 
aggregate of 
(i) the value of his rights under the 
contract on the second anniversary date 
of the contract to occur after October 22, 
1968, and 
(ii) the aggregate of premiums paid by the 
taxpayer under the contract after the said 
second anniversary date. 


(5) Subsection (1) does not apply in any 
case where subsection (2) or (3) applies. 


17. (1) Where a corporation resident in 
Canada has loaned money to a non-resident 
person and the loan has remained outstanding 
for one year or longer without interest at a 
reasonable rate having been included in com- 
puting the lender’s income, interest thereon, 
computed at 5% per annum for the taxation 
year or part of the year during which the loan 
was outstanding, shall, for the purpose of 
computing the lender’s income, be deemed to 
have been received by the lender on the last day 
of each taxation year during all or part of 
which the loan has been outstanding. 

(2) Subsection (1) does not apply if a tax 
has been paid on the amount of the loan under 
Part XIII. 


(3) Subsection (1) does not apply if the 
loan was made to a subsidiary controlled 
corporation and it is established that the money 
that was loaned was used in the subsidiary 
corporation’s business for the purpose of gain- 
ing or producing income. 
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(5). New 


17. Section 19 


_ General 
. limitation 


Capital 
- outlay 
§ OT loss 
a 


bith 
is 


_ Limitation 
_re exempt 
_ income 

iar 


Annual 
value of 
_ property 


a 


Payments 
on dis- 
be 


| counted 


os 
Payments 
on income 
bonds 


Deductions 


| 18. (1) In computing the income of a tax- 
paver from a business or property no deduction 
shall be made in respect of 


(a) an outlay or expense except to the 
extent that it was made or incurred by the 
taxpayer for the purpose of gaining or 
producing income from the business or 
property ; 

(b) an outlay, loss or replacement of capital, 
a payment on account of capital or an 
allowance in respect of depreciation, ob- 
solescence or depletion except as expressly 
permitted by this Part; 3 


(c) an outlay or expense to the extent that 
it may reasonably be regarded as having been 


-made or incurred for the purpose of gaining 


or producing exernpt income or in connec- 
tion with property the income from which 
would be exempt; 


(d) the annual value of property except rent 
for property leased by the taxpayer for use 
in his business; 
(e) an amount transferred or credited to a 
reserve, contingent account or sinking fund 
except as expressly permitted by this Part; 
(f) an amount paid or payable as or on 
account of the principal amount of any 
obligation described in paragraph 20(1)(f) 
except as expressly permitted by that para- 
graph; 
(g) an amount paid by a corporation as 
interest or otherwise to holders of its income 
bonds or income debentures unless the 
bonds or debentures have been issued or the 
income provisions thereof have been adopt- 
ed since 1930 

(i) to afford relief to the debtor from 

financial difficulties, and 


18. (1) 


(a). Paragraph 12(1)(a) 


(b). Paragraph 12(1)(b) 


(c). Paragraph 12(1)(c) 


(d). Paragraph 12(1)(d) 
(e). Paragraph 12(1)(e) 


(f). New 


(g) Paragraph 12(1)(/), modified 


Personal 
or living 
expenses 


Limitation 
re employ- 
er’s con- 
tribution 
under sup- 
plementary 
unemploy- 
ment 
benefit plan 


Limitation 
re employ- 
er’s con- 
tribution 
under de- 
ferred 
profit 
sharing plan 


Limitation 
re employ- 
er’s con- 
tribution 
under 
profit 
sharing plan 


Use of 
recreational 
facilities 
and club 
dues 


(ii) in place of or as an amendment to 
bonds or debentures that at the end of 
1930 provided unconditionally for a 
fixed rate of interest; 
(h) personal or living expenses of the tax- 
payer except travelling expenses (including 
the entire amount expended for meals and 
lodging) incurred by the taxpayer while 
away from home in the course of carrying 
on his business; 


(i) an amount paid by an employer to a 
trustee under a supplementary unemploy- 
ment benefit plan except as permitted by 
section 145; 


() an amount paid by an employer to a 
trustee under a deferred profit sharing plan 
except as expressly permitted by section 
147; 


(kK) an amount paid by an employer to a 
trustee under a profit sharing plan that is not 
(i) an employees profit sharing plan, 
(ii) a deferred profit sharing plan, or 
(iii) a registered pension fund or plan; or 
(J) an outlay or expense made or incurred 
by the taxpayer, 
(i) for the use or maintenance of property 
that is a yacht, a camp, a lodge or a golf 
course or facility, unless the taxpayer 
made or incurred the outlay or expense 
in the ordinary course of his business of 
providing the property for hire or reward, 
or 
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Subsection 15(1) 


(i). Paragraph 1 2(1)(A) 


({) Paragraph 12(1)(ha) 


(() Paragraph 12(1)() 


(kK). Paragraph 12(1)(/) 


(J). New 


Limitation 
re certain 
interest and 

_ property 

_ taxes 
on land 


_ Meaning of 
“and” in 
mss, (2) 


EOE ILI ee 


(ii) as membership fees or dues (whether 
initiation fees or otherwise) in any club 
the main purpose of which is to provide 
dining, recreational or sporting facilities 
for its members, 

(2) Notwithstanding paragraph 20(1)(c), in 
computing the taxpayer’s income for a taxation 
year from a business or property, no deduction 
shall be made in respect of any amount paid or 
payable by the taxpayer in the year as, on 
account or in lieu of payment of, or in 
satisfaction of, 

(a) interest on borrowed money used to 

acquire land, or an amount payable by him 

for land, or 

(b) property taxes paid or payable by him 

_ in the year in respect of land to a province 

or to a Canadian municipality, 

if, having regard to all the circumstances, 
including the cost to the taxpayer of the land in 
relation to his gross revenue, if any, therefrom 
for that or any previous year, the land cannot 
reasonably be considered to have been, in that 
year, 

(c) included in the inventory of a business 

carried on by the taxpayer, 


(d) otherwise used in, or held in the course 
of, carrying on a business carried on by the 
taxpayer, or 
(e) held primarily for the purpose of gaining 
or producing income of the taxpayer from 
the land for that year, 
except to the extent that the taxpayer’s gross 
revenue, if any, from the land for that year 
exceeds the aggregate of all other amounts 
deducted in computing his income from the 
land for that year. 


(3) In subsection (2), “land” does not in- 
clude 

(a) any property that is a building or other 

depreciable property affixed to land, 
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Subsection 18(1) 


(2). New 


(3). New 


(b) the land subjacent to any property 
described in paragraph (@), or 
(c) such land immediately contiguous to the 
land described in paragraph (b) as may 
reasonably be considered to be used in 
connection with any property described in 
paragraph (@). 

Limitation (4) Notwithstanding any other provision of 


re deduc- 
tion 


this Act, in computing the income for a 


ofinterest taxation year of a corporation resident in 
by certain Canada from a business or property, no de- 

duction shall be made in respect of that 
| proportion of any amount otherwise deductible 
| in computing its income for the year in respect 
| of interest paid or payable by it that 


| corporations 


(a) the amount, if any, by which 


is of 


(i) the greatest amount that the cor- 
poration’s outstanding debts to specified 
non-residents was at any time in the year, 


exceeds 
(ii) 3 times the aggregate of 


(A) the corporation’s paid-up capital 
limit (within the meaning of subsection 
89(1)) at the commencement of the 
year, 

(B) the amount that the corporation’s 
designated surplus would be imme- 
diately after the commencement of 
the year, if control of the corporation 
(within the meaning of Part VII) had 
been acquired by another corporation 
at that time, 

(C) the corporation’s tax-paid un- 
distributed surplus on hand at the 
commencement of the year, 

(D) the corporation’s 1971 capital sur- 
plus on hand at the commencement of 
the year, and 

(E) the corporation’s capital dividend 
account (within the meaning of 
subsection 89(1)) immediately after 
the commencement of the year, 


(6) the amount determined under sub- 
paragraph (a)(i) in respect of the corporation 
for the year. 
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(4). New 


. (4) 
plicable 


fee 


(5) In subsection (4), “outstanding debts to 
_ specified non-residents” of a corporation at any 
- particular time in a taxation year means the 
aggregate of amounts each of which is an 
amount outstanding at that time as or on 


account of a debt or other obligation to pay 
an amount, 


(a) that was payable by the corporation to 
a shareholder of the corporation who was, at 
any time in the year, 

(i) a non-resident owned investment cor- 

poration, or 

(ii) a person not resident in Canada, 
if at any time in the year 25% or more of 
the issued shares of any class of the cor- 
poration belonged to that shareholder or 
to that shareholder and persons with whom 
that shareholder was not dealing at arm’s 
length, and 


(6) on which any amount in respect of 
“interest paid or payable by the corporation 
is or would be, but for subsection (4), 
deductible in computing the corporation’s 
income for the year. 


(6) Where any loan is made by a taxpayer 
(in this subsection referred to as the “first 
lender”) to another person on condition that a 
loan be made by any person (in this subsection 
referred to as the “subsequent lender’) to 
a corporation resident in Canada, for the 
purposes of subsections (4) and (5) the lesser 
of 


(a) the amount of the loan so made by the 
first lender to the other person, and 


(b) the amount of the loan so made by the 
subsequent lender to the corporation, 


shall be deemed to be a debt incurred by the 
corporation to the first lender. 


(7) Where 


(a) section 21 is applicable in respect of an 
amount or a part of an amount specified by 
a corporation resident in Canada in its 
election under that section that, but for that 
section, would have been deductible in 
computing its income for a taxation year, 
and 


BiEROR 18 


(5). New. 


(6). New 


(7). New 


AE Eo 
rate ey ee et 


Limitation 
re adver- 
tising 
expense 


Idem 


(b) subsection (4) is or would be, if this Act 
were read without reference to section 21, 
applicable in computing the income of the 
corporation for the year, 
notwithstanding section 21, that proportion of 
the amount or the part of the amount, as the 
case may be, that, but for this subsection, 
would 


(c) be added by virtue of section 2iaothe 

capital cost to the corporation of de- 

preciable property acquired by it, or 

(d) be deemed by section 21 to be ex- 

ploration, prospecting and development 

expenses incurred by it in the year, 
as the case may be, that the amount determined 
under subparagraph (4)(a)(i) in respect of the 
corporation for the year is of the amount 
determined under subparagraph (4)(@)(ii) in 
respect of the corporation for the year, shall 
not be so added or be so deemed, as the case 
may be. 


19. (1) In computing income, no deduc- 
tion shall be made in respect of an otherwise 
deductible outlay or expense of a taxpayer for 
advertising space in an issue of a non-Canadian 
newspaper or periodical dated after December 
31, 1965 for an advertisement directed prima- 
rily to a market in Canada. 


(2) An issue or edition of an issue of any 
newspaper or periodical that is edited in whole 
or in part in Canada and printed and published 
in Canada and that was not on April 26, 1965 a 
Canadian newspaper or periodical shall be 
deemed, for the purposes of subsection (1), not 
to be an issue of a non-Canadian newspaper or 
periodical if 


(2) throughout the period of 12 months 
ending April 26, 1965 issues or editions of 
issues of that publication were being edited 
in whole or in part in Canada and printed 
and published in Canada at the usual inter- 
vals for issues of that publication and have 
since that date continued to be so edited, 
printed and published without interruption 
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Subsection 18(7) : 


19. (1) Subsection 12A(1) 


(2). Subsection 12A(2) 


Definitions 
i” 
“Canadian 
issue”’ 


ie 


except for a reason other than the cessation 


of the business of publishing that publica- 
tion; and ee 

(b) in the case of a periodical, the periodical 
is similar, in content and in respect of the 


Class of readers to which it is directed, to the 
issues or editions of that periodical that were 


throughout the period of 12 months ending 
April 26, 1965 being edited in whole or in 
part in Canada and printed and published in 
Canada. | 


(3) Subsection (1) does not apply with 


respect to an advertisement in a special issue or 
‘edition of a newspaper that is edited in whole 
or in part and printed and published outside 
Canada if such special issue or edition is 
devoted to features or news related primarily to 
Canada and the publishers thereof publish such 
an issue or edition not more frequently than 
twice a year. 


(4) Subsection (1) does not apply with 


respect to an advertisement in 


(a) a catalogue, or 
(b) any publication the principal function 
of which is the encouragement, promotion 


_ or development of the fine arts, letters, 


scholarship or religion. 
(5) In this section, 


(a) “Canadian issue” means, 
(i)in relation to a newspaper, an issue, 
including a special issue, 
(A) the type of which, other than the 
type for advertisements or features, is 
set in Canada, 
(B) the whole of which, exclusive of 
any comics supplement, is printed in 
Canada, 
(C) that is edited in Canada by indi- 
viduals resident in Canada, and 
(D) that is published in Canada, and 
(ii) in relation to a periodical, an issue, 
including a special issue, 
(A) the type of which, other than the 
type for advertisements, is set in 
Canada, 
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(3). Subsection 12A(3) 


(4). Subsection 124(4) 


(5). Subsection 12A(5) 
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(B) that is printed in Canada, . Bs aca 
(C) that is edited in Canada by indi- | - 
viduals resident in Canada, and 
(D) that is published in Canada, 

but does not include an issue of a perio-. 

dical 


(E) that is produced or published 
under a licence granted by a person 
who produces or publishes issues of a 
periodical that are printed, edited or 
published outside Canada, or 

_(F) the contents of which, excluding 
advertisements, are substantially the 
same as the contents of an issue of a 
periodical, or the contents of one or 
more issues of one or more periodicals, 
that was or were printed, edited or 
published outside Canada; 


“Canadian (b) “Canadian newspaper or periodical” 

a at a means a newspaper or periodical the exclu- 

periodical” sive right to produce and publish issues of 
which is held by one or more of the 
following: 


(i) a Canadian citizen, 
(ii) a partnership of which at least 3/4 of 
the members are Canadian citizens and in 
which interests representing in value at 
least 3/4 of the total value of the partner- 
ship property are beneficially owned by 
Canadian citizens, 
(iii) an association or society of which at 
least 3/4 of the members are Canadian 
citizens, 
(iv) Her Majesty in right of Canada or a 
province, or a municipality in Canada, or 
(v) a corporation 
(A) that is incorporated under the laws 
of Canada or a province, 
(B) of which the chairman or other 
presiding officer and at least 3/4 of 
the directors or other similar officers 
are Canadian citizens, and 
(C) of which, if it is a corporation 
having share capital, at least 3/4 of the 
shares having full voting rights under 
all circumstances, and shares represen- 
ting in the aggregate at least 3/4 of the 
paid-up capital, are beneficially owned 


by Canadian citizens or by corpora- 
tions other than corporations con- 
trolled directly or indirectly by 
citizens or subjects of a country other 
than Canada; and 


(c) “issue of a non-Canadian newspaper or 
periodical’? means an issue that is not a 
Canadian issue of a Canadian newspaper or 
periodical. 


(6) Where the right that is held by any 
person, partnership, association or society 
described in paragraph (5)(b) to produce and 
publish issues of a newspaper or periodical is 
held as property of a trust or estate, the 
newspaper or periodical is not a Canadian 
newspaper or periodical within the meaning of 
this section unless each beneficiary under the 
trust or estate is a person, partnership, associa- 
tion or society so described. 


(7) Notwithstanding any other provision of 
this section, where a newspaper or periodical 
that was at any time after June 30, 1965 a 
Canadian newspaper or periodical within the 
meaning of this section subsequently ceases to 
be such a Canadian newspaper or periodical, the 
newspaper or periodical shall be deemed to 
continue to be a Canadian newspaper or peri- 
odical within the meaning of this section until 
the expiration of the twelfth month following 
the month in which it so ceased to be a 
Canadian newspaper or periodical. 


20. (1) Notwithstanding paragraphs 
18(1)(@), (b) and (A), in computing a taxpayer’s 
income for a taxation year from a business 
Or property, there may be deducted such of 
the following amounts as are wholly applicable 
to that source or such part of the following 
amounts as may reasonably be regarded as 
applicable thereto: 

(a) such part of the capital cost to the 

taxpayer of property, or such amount in 

respect of the capital cost to the taxpayer of 
_ property, if any, as is allowed by regulation; 


Subsection 19(5) 


(6). Subsection 124(6) 


(7). Subsection 12A(7) 


20. (1). Subsection 11(1), modified 


(a) Paragraph 11(1)(a) 


Cumulative 
eligible 
capital 
amount 


Interest 


Compound 
interest 


(b) such amount as the taxpayer may claim 
in respect of any business, not exceeding 
10% of his cumulative eligible capital in 
respect of the business at the end of the 
year; 
(c) an amount paid in the year or payable in 
respect of the year (depending upon the 
method regularly followed by the taxpayer 
in computing his income), pursuant to a 
legal obligation to pay interest on 
(i) borrowed money used for the purpose 
of earning income from a business or 
property (other than borrowed money 
used to acquire property the income from 
which would be exempt or to acquire a 
life insurance policy), 
(ii)an amount payable for property 
acquired for the purpose of gaining or 
producing income therefrom or for the 
purpose of gaining or producing income 
from a business (other than property the 
income from which would be exempt or 
property that is an interest in a life 
insurance policy), or 
(iii)an amount paid to the taxpayer 
under 
(A) an Appropriation Act and on 
terms and conditions approved by the 
Treasury Board for the purpose of 
advancing or sustaining the technol- 
ogical capability of Canadian manu- 
facturing or other industry, or 
(B) the Northern Mineral Exploration 
Assistance Regulations made under an 
Appropriation Act that provides for 
payments in respect of the Northern 
Mineral Grants Program, 


or a reasonable amount in respect thereof, 
whichever is the lesser; 

(d@) an amount paid in the year pursuant to 
a legal obligation to pay interest on an 
amount that would be deductible under 
paragraph (c) if it were paid in the year or 
payable in respect of the year; 
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(b). New 


(c). Paragraph 11(1)(c) 


(d). Paragraph 11(1)(ca) 
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.. of (e) an expense incurred in the year, (e) Paragraph 11(1)(cb) 
Seach (i)in the course of issuing or selling 
borrowing shares of the capital stock of the tax- 
anand payer, or 

(ii) in the course of borrowing money 
used by the taxpayer for the purpose of 
earning income from a business or prop- 
erty (other than money used by the 
taxpayer for the purpose of acquiring 
property the income from which would 


be exempt), 


= 


as 


but not including any amount in respect of 
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(iii) a commission or bonus paid or 
payable to a person to whom the shares 
were issued or sold or from whom the 
money was borrowed, or for or on 
account of services rendered by a person 
as a salesman, agent or dealer in securities 
_in the course of issuing or selling the 
shares or borrowing the money, or 
(iv) an amount paid or payable as or on 
account of the principal amount of the 
indebtedness incurred in the course of 
borrowing the money, or as or on 
account of interest; 


(f) an amount paid in the year as the (f). New 
principal amount of any bond, debenture, 
bill, note, mortgage, hypothec or similar 
obligation issued by the taxpayer after 
June 18, 1971 on which interest was stipu- 
lated to be payable, to the extent that 
the amount so paid does not exceed, 
(i) in any case where the obligation was 
issued for an amount not less than 97% of 
the principal amount thereof, and the 
yield from the obligation, expressed in 
terms of an annual rate on the amount 
for which the obligation was issued 
(which annual rate shall, if the terms of 
the obligation or any agreement relating 
thereto conferred upon the holder there- 
of a right to demand payment of the 
principal amount of the obligation or the 
amount outstanding as or on account of 
the principal amount thereof, as the case 
may be, before the maturity of the 
obligation, be calculated on the basis of 


bligations 


Share 
transfer 
and other 
fees 


the yield that produces the highest an- 
nual rate obtainable either on the matur- 
ity of the obligation or conditional upon 
the exercise of any such right) does not 
exceed 4/3 of the interest stipulated to be 
payable on the obligation, expressed in 
terms of an annual rate on 
(A) the principal amount thereof, if no 
amount is payable on account of the 
principal amount before the maturity 
of the obligation, or 
(B) the amount outstanding from time 
to time as or on account of the 
principal amount thereof, in any other 
case, 


the amount by which the principal 
amount of the obligation exceeds the 
amount for which the obligation was 
issued, and 


(ii) in any other case, 1/2 of the amount 
by which the principal amount of the 
obligation exceeds the amount for which 
the obligation was issued; 


(zg) where the taxpayer is a corporation, 


(i) an amount payable in the year as a fee 
for services rendered by a person as a 
registrar of or agent for the transfer of 
shares of the capital stock of the taxpayer 
or as an agent for the remittance to 
shareholders of the taxpayer of dividends 
declared by it, 

(ii) an amount payable in the year as a fee 
to a stock exchange for the listing of 
shares of the capital stock of the tax- 
payer, and 

(iii) an expense incurred in the year in the 
course of printing and issuing a financial 
report to shareholders of the taxpayer or 
to any other person entitled by law to 
receive such report; 


Subsection 20(1) 


(g). Paragraph 11(1 cc) 


_ Repayment 
_ of loan by 
_ shareholder 


(h) an amount payable by the taxpayer in 


the year as a fee to a bank to which the 
Bank Act or the Quebec Savings Banks Act 
applies for the certification of a non- 


_ interest-bearing post-dated bill drawn by the 


taxpayer on the bank and payable not more 
than 90 days from the date of the certi- 
fication; 
(i) where a bill described in paragraph (h) 
that was drawn by the taxpayer has been 
sold by the taxpayer in the year, the 
amount, if any, by which the principal 
amount of the bill exceeds the consideration 
paid by the purchaser to the taxpayer for 
the bill so sold; 
(7) such part of any loan repaid by the 
taxpayer in the year as was by subsection 
15(2) required to be included in computing 
the income of the taxpayer for a previous 
year (except to the extent that the amount 
of the loan was deductible from the tax- 
payer’s income for the purpose of compu- 
ting his taxable income for that previous 
year), if it is established by subsequent 
events or otherwise that the repayment was 
not made as part of a series of loans and 
repayments; 
(kK) such part of a payment 
(i) repaying borrowed money used for the 
purpose of earning income from a 
business or property (other than bor- 
rowed money used to acquire property 
the income from which would be 
exempt), or 
(ii) for property acquired for the purpose 
of gaining or producing income therefrom 
or for the purpose of gaining or producing 
income from a business (other than pro- 
perty the income from which would be 
exempt), 
made by the taxpayer in the year as is by 
subsection 16(1) required to be included in 
computing the recipient’s income for a 
taxation year; 


‘Subsection 20(1) 
(h). Paragraph 11(1)(cd) 


(i). Paragraphs 11(1)(ce) 


(j). Paragraphs 11(1)(da) and (db) 


(k). Paragraph 11(1)(d) 


Reserve for 
doubtful 
debts 


Reserve in 
respect of 
certain 
goods and 
services 


Reserve for 
amount not 
receivable 
until later 
year 


(J) a reasonable amount as a reserve for 

(i) doubtful debts that have been in- 
cluded in computing the income of the 
taxpayer for that year or a previous year, 
and 

(ii) doubtful debts arising from loans 
made in the ordinary course of business 
by a taxpayer part of whose ordinary 
business was the lending of money; 


(m) subject to subsection (6), where amounts 
described in paragraph 12(1)(a) have been 
included in computing the taxpayer’s in- 
come from a business for the year or 
a previous year, a reasonable amount as a 
reserve in respect of 
(i) goods that it is reasonably anticipated 
will have to be delivered after the end of 
the year, 
(ii) services that it is reasonably antici- 
pated will have to be rendered after the 
end of the year, 
(iii) periods for which rent or other 
amounts for the possession or use of land 
or chattels have been paid in advance, or 
(iv) repayments under arrangements or 
understandings of the class described in 
subparagraph 1 2(1)(@)(ii) that it is reason- 
ably anticipated will have to be made 
after the end of the year on the return or 
resale to the taxpayer of articles other 
than bottles; 


(n) where an amount has been included in 
computing the taxpayer’s income from the 
business for the year or for a previous year 
in respect of property sold in the course of 
the business and that amount or a part 
thereof is not receivable, 
(i) where the property sold is property 
other than land, until a day that is 
(A) more than 2 years after the day on 
which the property was sold, and 
(B) after the end of the taxation year, 
or 
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(J). Paragraph 11(1 Xe) 


(m). Paragraph 85B(1)(c) 


(n). Paragraph 85B(1)(@) 
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(ii) where the property sold is land, until 
a day that is after the end of the taxation 
year, 


a reasonable amount as a reserve in respect 
of such part of the amount so included in 
computing the income as may reasonably be 
regarded as a portion of the profit from the 
sale; 
Reserve for (0) such amount as may be prescribed as a (0). Paragraph 11(1 (ea) 
orp reserve for expenses to be incurred by the 
% taxpayer by reason of quadrennial or other 
; 3 special surveys required under the Canada 
Shipping Act, or the regulations thereunder, 
or under the rules of any society or associa- 
tion for the classification and registry of 
shipping approved by the Minister of Trans- 
port for the purposes of the Canada Ship- 
ping Act; 
(p) the aggregate of debts owing to the (p). Paragraph 11(1)/) 
taxpayer i 
(i) that are established by him to have 
become bad debts in the year, and 
(ii) that have (except in the case of debts 
arising from loans made in the ordinary 
course of business by a taxpayer part of 
whose ordinary business was the lending 
of money) been included in computing 
his income for the year or a previous 
year; 
; (q) an amount paid by the taxpayer in the (q). Paragraph 11(1)(g), modified 
year or within 120 days from the end of the 
year to or under a registered pension fund or 
plan in respect of services rendered by 
employees of the taxpayer in the year, 
subject, however, as follows: 
(i) in any case where the amount so paid 
is the aggregate of amounts each of which 
is identifiable as a specified amount in 
respect of an individual employee of the 
taxpayer, the amount deductible under 
this paragraph in respect of any one such 
individual employee is the lesser of the 
amount so specified in respect of that 
employee and $2,500, and 


Idem 


- Employer’s 
special 
contribu- 
tion 


(ii) in any other case, the amount deduct- 
ible under this paragraph is the lesser of 
the amount so paid and an amount deter- 
mined in prescribed manner, not exceed- 
ing however $2,500 multiplied by the 
number of employees of the taxpayer 
in respect of whom the amount so paid 
by the taxpayer was paid by him, 
plus such amount as may be deducted as a 
special payment under paragraph (s); 
(r) where a registered pension fund or plan 
contains a provision under which the tax- 
payer may provide superannuation or pen- 
sion benefits for an employee or former 
employee of the taxpayer by making a lump 
sum payment to or under the fund or plan in 
the year in which the employee or former 
employee 
(i) becomes eligible to retire, 
(ii) retires or otherwise ceases to be em- 
ployed by the taxpayer, or 
(iii) reaches an age at which the super- 
annuation or pension benefits so provided 
for become payable or commence to be 
payable to him, 
an amount paid by the taxpayer in the year 
or within 60 days from the end of the year 
pursuant thereto as the lump sum in respect 
of an employee or former employee who, in 
the year, became eligible to retire, retired or 
otherwise ceased to be employed by the 
taxpayer or reached the age referred to in 
subparagraph (iii) (except to the extent that 
it is deductible under paragraph (q)); 
(s) where the taxpayer is an employer, the 
amount of a special payment made by 
him in the year on account of an em- 
ployees’ superannuation or pension fund or 
plan in respect of past services of employees 
pursuant to a recommendation by a qual- 
ified actuary in whose opinion the resources 
of the fund or plan were required to be aug- 
mented by an amount not less than the 
amount of the special payment to ensure 
that all the obligations of the fund or plan to 
the employees may be discharged in full, if 
the payment was made so that it is irre- 
vocably vested in or for the fund or plan and 
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(r). Paragraph 11(1)(A) 


(s). Subsection 76(1) 


Subsection 20(1) 


Scientific 
- research 


_ Patronage 
_ dividends 


_ Mining 
taxes 


i. Employer’s 
_ contribu- 

_ tion under 
profit 

_ sharing 
plan 


_ Employer’s 
contribu- 
tion under 
_ registered 

_ supple- 

_ mentary 

_ unemploy- 
ment 
benefit plan 


Employer’s 


_ tion under 


deferred 


“the payment has been approved by the 


Minister on the advice of the Superintendent 
of Insurance, and for greater certainty and 
without restricting the generality of this 
paragraph, it is hereby declared that this 
paragraph is applicable where the resources 
of a fund or plan were required to be 
augmerited by reason of an increase in the 
superannuation or pension benefits payable 
out of or under the fund or plan; 


(t) such amount in respect of expenditures 
on scientific research as is permitted by 
section 37; 


(u) such amounts in respect of payments 
made by the taxpayer pursuant to alloca- 
tions in proportion to patronage as are 
permitted by section 135; 


(v) such amount as is allowed by regulation 
in respect of taxes on income for the year 
from mining operations; 

(w) an amount paid by the taxpayer to a 
trustee in trust for employees of the tax- 
payer or of a corporation with whom the 
taxpayer does not deal at arm’s length, 
under an employees profit sharing plan as 
permitted by section 144; 


(x) an amount paid by the taxpayer to a 
trustee under a registered supplementary 
unemployment benefit plan as permitted by 
section 145; 


(v) an amount paid by the taxpayer to a 
trustee under a deferred profit sharing plan 
as permitted by subsection 147(8); 


(z) an amount that would not otherwise be 
deductible, paid by the taxpayer in the year 
to a person with whom he was dealing at 
arm’s length for the cancellation of a lease of 
property of the taxpayer leased by him to 
that person; 


(t). Paragraph 11(1)(/) 


(u). Paragraph 11(1)(n) 


(v). Paragraph 11(1)(—p) 


(w). Paragraph 11(1)(r) 


(x). Paragraph 11(1)(s) 


(v). Paragraph 11(1 )(¢a) 


(z). Paragraph 11(1)(Q’) 


‘Landscaping 
of grounds 


One-half 
fees paid 

to invest- 
ment 

counsel 


Expenses 
of repre- 
sentation 


Investiga- 
tion of 
site 


Utilities 
service 
connection 


(aa) an amount paid by the taxpayer in the 
year for the landscaping of grounds around a 
building or other structure of the taxpayer 
that is used by him primarily for the purpose 
of gaining or producing income therefrom or 
from a business; 


(bb) an amount equal to 1/2 of the fee paid 
by the taxpayer in the year to a person for 
advice as to the advisability of purchasing or 
selling a specific share or security, if that 
person’s principal business is advising others 
as to the advisability of purchasing or selling 
specific shares or securities; 


(cc) an amount paid by the taxpayer in the 
year as or on account of expenses incurred 
by him in making any representation relating 
to a business carried on by him, 
(i) to the government of a country, prov- 
ince or state or to a municipal or public 
body performing a function of govern- 
ment in Canada, or 
(ii) to an agency of a government or of a 
municipal or public body referred to in 
subparagraph (i) that had authority to 
make rules, regulations or by-laws relating 
to the business carried on by the tax- 
payer, 
including any representation for the purpose 
of obtaining a licence, permit, franchise or 
trade mark relating to the business carried 
on by the taxpayer; 


(dd) an amount paid by the taxpayer in the 
year for investigating the suitability of a site 
for a building or other structure planned by 
the taxpayer for use in connection with a 
business carried on by him; and 


(ee) an amount paid by the taxpayer in the 
year to a person (other than a person with 
whom he was not dealing at arm’s length) 
for the purpose of making a service con- 
nection to his place of business for the 
supply, by means of wires, pipes or conduits. 
of electricity, gas, telephone service, water 
Or sewers supplied by such person, to the 
extent that the amount so paid was not paid 
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(aa). Paragraph 11(1)(z) 


(bb). Subsections 11(13) and (14) 


(cc). Paragraph 11(1)(@a) 


(dd). Paragraph 11(1)@b) 


(ee). Subsection 11(15) 


Borrowed 
money 


Idem 


~ Uncol- 
lectable 
portion of 


depreciable 
property 


(i) to acquire property of the taxpayer, or 
(ii) as consideration for the goods or 
services for the supply of which the 
service connection was undertaken or 
made. 


(2) For the purposes of paragraph (1)(c), 
where a person has borrowed money in con- 
sideration of a promise by him to pay a larger 
amount and to pay interest on the larger 
amount, | 


(a) the larger amount shall be deemed to be 
the amount borrowed, and 


(b) where the amount actually borrowed 
has been used in whole or in part for the 
purpose of earning income from a business 
Or property, the proportion of the larger 
amount that the amount actually so used is 
of the amount actually borrowed shall be 
deemed to be the amount so used. 


(3) For greater certainty, it is hereby de- 
clared that where a taxpayer has used borrowed 
money 

(a) to repay money previously borrowed, or 

(b) to pay an amount payable for property 

described in subparagraph (1 ){c (ii) previous- 

ly acquired, 

the borrowed money shall, for the purposes of 
section 21 and paragraph (1)(c) or (kK), be 
deemed to have been used for the purpose for 
which the money previously borrowed was used 
or was deemed by this subsection to have been 
used, or to acquire the property in respect of 
which the said amount was so payable, :as the 
case may be. 


(4) Where an amount that is owing to a 
taxpayer as or on account of the proceeds of 
disposition of depreciable property of the 
taxpayer of a prescribed class is established by. 
him to have become a bad debt in a taxation 


Al 


Subsection 20(1) 


(2). Subsection 11(3a) 


(3). Subsection 11(3b) 


(4). Subsection 11(3d) 


Sale of 
agree- 
ment for 
sale of 
mortgage 
included 
in pro- 
ceeds 
of 
dis- 

_ position 


Special 
reserves 


year, there may be deducted in computing his 
income for the year the lesser of 


(2) the amount so owing to him, and 


(b) the amount, if any, by which the capital 
cost to him of that property exceeds the 
aggregate of the amounts, if any, realized by 
him on account of the proceeds of dis- 
position. 

(5) Where depreciable property of a tax- 
payer has, in a taxation year, been disposed of 
to a person with whom the taxpayer was 
dealing at arm’s length, and the proceeds of 
disposition include an agreement for sale of or 
mortgage or hypothec on land that the tax- 
payer has, in a subsequent taxation year, sold 
to a person with whom he was dealing at arm’s 
length, there may be deducted in computing 
the income of the taxpayer for the subsequent 
year an amount equal to the lesser of 


(a) the amount, if any, by which the 
principal amount of the agreement for sale, 
mortgage or hypothec outstanding at the 
time of the sale exceeds the consideration 
paid by the purchaser to the taxpayer for 
the agreement for sale, mortgage or 
hypothec, and 


(b) the amount determined under paragraph 
(a) less the. amount, if any, by which the 
proceeds of disposition of the depreciable 
property exceed the capital cost to the 
taxpayer of that property. 


(6) Where an amount is deductible in com- 
puting income for a taxation year under para- 
graph (1m) as a reserve in respect of 


(a) articles of food or drink that it is 
reasonably anticipated will have to be de- 
livered after the end of the year, or 


(b) transportation that it is reasonably 
anticipated will have to be provided after the 
end of the year, 
there shall be substituted for the amount 
determined thereunder an amount not exceed- 
ing the aggregate of amounts included in 
computing the taxpayer’s income from the 
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~ Subsection 20(4) 


(5). Subsection 11(3e) 


. (6). Subsection 85B(3) 
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_ Exception 


business for the year that were received or 
teceivable (depending on the method regularly 


followed by the taxpayer in computing his 
profit) in the year in respect of 
(c) articles of food or drink not delivered 
before the end of the year, or 


(dZ) transportation not provided before the 
end of the year, 


as the case may be. 


(7) Paragraph (1)(m) does not apply to 
allow a deduction © 

(a) as a reserve in respect of guarantees, 

indemnities or warranties, or 


(0) in computing the income of a taxpayer 
for a taxation year from a business in any 
case where the taxpayer’s income for the 
year from that business is computed in 
accordance with the method authorized by 
subsection 28(1 ). 


(8) Paragraph (1)(n) does not apply to allow 
a deduction in computing the income of a tax- 
payer for a taxation year from a business in 
respect of property sold in the course of the 
business where the taxpayer ceases to be a 
resident of Canada or becomes exempt from 
tax under any provision of this Part at any time 
in the year or in the immediately following 
year. 


(9) In lieu of making any deduct.on of an 
amount permitted by paragraph (1)(cc) in 
computing his income for a taxation year from 
a business, a taxpayer may, if he so elects in 
prescribed manner, make a deduction of 1/10 
of that amount in computing his income for 
that taxation year and a like deduction in 
computing his income for each of the 9 
immediately following taxation years. 


(10) Notwithstanding paragraph 18(1\b), 
there may be deducted in computing a tax- 
payer's income for a taxation year from a 
business an amount paid by the taxpayer in the 
year as or on account of expenses incurred by 
him in attending, in connection with the 
business, not more than two conventions held 


Subsection 20/6) 


(7). Subsection 85B(4) and (6A) 


(8). Subsection 85B(6b) 


(9). Subsection 11(17) 


(10). Paragraph 11(1)(ia), modified 
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during the year by a business or professional 
organization at a location that may reasonably 
be regarded as consistent with the territorial 
scope of that organization. 


(11) In computing the income of an indi- 
vidual from a property for a taxation year after 
1975 that is income from a source outside 
Canada, there may be deducted the amount, if 
any, by which, 

(a) such part of any income or profits tax 

paid by him to the government of a country 

other than Canada for the year as may 
reasonably be regarded as having been paid 
in respect of an amount that has been 
included in computing his income for the 
year from the property, 

exceeds 

(6) 15% of the amount referred to in 

paragraph (a). 

(12) In computing the income of a taxpayer 
for a taxation year from a business carried on 
by him in a country other than Canada, there 
may be deducted the amount, if any, of any 
income or profits taxes paid to the government 
of a state, province or other political subdivi- 
sion of that country to the extent that such 
taxes 


(a) were deductible under the laws of 
that country in computing the amount for 
the year on which the taxpayer is liable to 
pay income or profits tax imposed by the 
government of that country, and 


(b) may reasonably be regarded as having 
been paid in respect of the income of the 
taxpayer for the year from that business. 


(13) In computing the income for a tax- 
ation year of a taxpayer resident in Canada, 
there may be deducted such amount in respect 
of a dividend received by him in the year on a 
share owned by him of the capital stock of a 
foreign affiliate of the taxpayer as is provided 
by subdivision i. 
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(14) Where, by virtue of an assignment or 
other transfer of a bond, debenture or similar 
security (other than an income bond or an 
income debenture), the transferee has become 
entitled to interest in respect of a period 
commencing before the time of transfer and 
ending after that time that is not payable until 
after the time of transfer, an amount equal to 
that proportion of the interest that the number 
of days in the portion of the period that 
preceded the day of transfer is of the number 
of days in the whole period 


(za) shall be included in computing the 
transferor’s income for the taxation year in 
which the transfer was made, and 

(6) may be deducted in computing the 

transferee’s income for a taxation year in the 

computation of which there has _ been 
included 
(i) the full amount of the interest under 
section 12, or 
(ii) a portion of the interest under 
paragraph (@). 

21. (1) Where in a taxation year a taxpayer 
has acquired property in respect of which he is 
entitled to a deduction under regulations made 
under paragraph 20(1)(a) in computing his 
income for that taxation year (in this sec- 
tion referred to as “depreciable property’), 
if he so elects in prescribed manner on or 
before the day on or before which he is 
required by section 150 to file his return of 
income for the year, 


(a2) in computing his income for the year 
and for such of the 3 immediately pre- 
ceding taxation years as the taxpayer had, 
if any, paragraphs 20(1)(c), (d) and (e) 
do not apply to the amount or to the part of 
the amount specified by him in his election 
that, but for this subsection, would have 
been deductible in computing his income 
(other than exempt income) for the year and 
for those immediately preceding years, if 
any, by virtue of those paragraphs in respect 
of borrowed money used to acquire the 
depreciable property or the amount payable 
for the depreciable property acquired by 
him; and 
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(b) the amount or the part of the amount, 
as the case may be, described in paragraph 
(a) shall be added to the capital cost to him 
of the depreciable property so acquired by 
him. 

(2) Where in a taxation year a taxpayer has 
used borrowed money for the purpose of 
exploration, prospecting or development, and 
the expenses incurred by him in respect of the 
exploration, prospecting and development are 
deductible in computing his income for the 
year by virtue of section 66 or would be so 
deductible by virtue of that section if the 
taxpayer had sufficient income for that year to 
permit the deduction, if he so elects in pre- 
scribed manner on or before the day on or 
before which he is required by section 150 to 
file his return of income for the year, 


(a) in computing his income for the year 
and for such of the 3 immediately. pre- 
ceding taxation years as the taxpayer had, 
if any, paragraphs 20(1)(c), (d) and (e) 
do not apply to the amount or to the part of 
the amount specified by him in his election 
that, but for this subsection, would have 
been deductible in computing his income 
(other than exempt income) for the year and 
for those immediately preceding years, if 
any, by virtue of those paragraphs in respect 
of borrowed money used for the explora- 
tion, prospecting and development; and 


(b) the amount or the part of the amount, 
as the case may be, described in paragraph 
(a) shall be deemed to be exploration, 
prospecting and development expenses 
incurred by him in the year. 


(3) In computing the income of a taxpayer 
for a taxation year, where the taxpayer 


(a) in any preceding year made an election 
under subsection (1) in respect of borrowed 
money used to acquire depreciable property 
Or an amount payable for depreciable prop- 
erty acquired by him, and 
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(>) in each taxation year, if any, after that 
_ preceding year and before the taxation year, 
made an election under this subsection 
covering the total amount that, but for this 
subsection, would have been deductible in 
computing his income (other than exempt 
income) for each such year by virtue of 
paragraphs 20(1)(c), (d) and (e) in respect 
of the borrowed money used to acquire 
the depreciable property or the amount 
payable for the depreciable property ac- 
quired by him, 
if he so elects in prescribed manner on or 
before the day on or before which he is 
required by section 150 to file his return of 
income for the year, paragraphs 20(1)(c), 


-(d) and (e) do not apply to the amount 


or to the part of the amount specified by 
him in his election that, but for this sub- 
section, would have been deductible in com- 
puting his income (other than exempt. in- 
come) for the year by virtue of those para- 
graphs in respect of the borrowed money used 
to acquire the depreciable property or the 
amount payable for the depreciable property 
acquired by him, and the said amount or part 
of the amount, as the case may be, shall be 
added to the capital cost to him of the 
depreciable property so acquired by him. 


(4) In computing the income of a taxpayer 
for a taxation year, where the taxpayer 


(a) in any preceding year made an election 
under subsection (2) in respect of borrowed 
money used for the purpose of exploration, 
prospecting or development, and 

(b) in each taxation year, if any, after that 
preceding year and before the taxation year, 
made an election under this subsection 
covering the total amount that, but for this 
subsection, would have been deductible in 
computing his income (other than exempt 
income) for each such year by virtue of 
paragraphs 20(1)(c), (d) and (e) in respect 
of the borrowed money used for the ex- 
ploration, prospecting and development, 
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if he so elects in prescribed manner on or 
before the day on or before which he is 
required by section 150 to file his return of 
income for the year, paragraphs 20(1)(c), 
(d) and (e) do not apply to the amount 
or to the part of the amount specified by 
him in his election that, but for this sub- 
section, would have been deductible in 
computing his income (other than exempt 
income) for the year by virtue of those para- 
graphs in respect of the borrowed money used 
for the exploration, prospecting and develop- 
ment, and the said amount or part of the 
amount, as the case may be, shall be deemed to 
be exploration, prospecting and development 
expenses incurred by him in the year. 


(5) Notwithstanding any other provision of 
this Act, where a taxpayer has made an election 
in accordance with the provisions of subsection 
(1) or (2), such reassessments of tax, interest or 
penalties shall be made as are necessary to give 
effect thereto. 


Ceasing to carry on business 


22. (1) Where a person who has been carry- 
ing on a business has, in a taxation year, sold all 
or substantially all the property used in carry- 
ing on the business, including the debts that 
have been or will be included in computing his 
income for that year or a previous year and that 
are still outstanding, and including the debts 
arising from loans made in the ordinary course 
of his business if part of his ordinary business 
was the lending of money and that are still 
outstanding, to a purchaser who proposes to 
continue the business which the vendor has 
been carrying on, if the vendor and the pur- 
chaser have executed jointly an election in 
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prescribed form to have this section apply, the 

following rules are applicable: 
(a) there may be deducted in computing the 
vendor’s income for the taxation year an 
amount equal to the difference between the 
face value of the debts so sold (other than 
debts in respect of which the vendor has 
made deductions under paragraph 20(1 )(p)), 
and the consideration paid by the purchaser 
to the vendor for the debts so sold; 
(b) an amount equal to the difference de- 
scribed in paragraph (a) shall be included in 
computing the purchaser’s income for the 
taxation year; 


(c) the debts so sold shall be deemed, for 
the purposes of paragraphs 20(1)(/) and 
(p), to have been included in computing 
the purchaser’s income for the taxation year 
Or a previous year but no deduction may be 
made by the purchaser under paragraph 
20(1)(p) in respect of a debt in respect of 
which the vendor has previously made a 
deduction; and 

(dq) each amount deducted by the vendor in 
computing income for a previous year under 
paragraph 20(1)(p) in respect of any of the 
debts so sold shall be deemed, for the 
purpose of paragraph 12(1)(Z), to have been 
so deducted by the purchaser. 


(2) An election executed for the purposes 
of subsection (1) shall contain a statement by 
the vendor and the purchaser jointly as to the 
consideration paid for the debts sold by the 
vendor to the purchaser and that statement 
shall, as against the Minister, be binding upon 
the vendor and the purchaser in so far as it may 
be relevant in respect of any matter arising 
under this Act. 


23. (1) Where, upon or after disposing of or 
ceasing to carry on a business or a part of a 
business, a taxpayer has sold all or any part of 
the property that was included in the inventory 
of the business, the property so sold shall, for 
the purposes of this Part, be deemed to have 
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been sold by him in the course of carrying on 
the business. 


(2) Where a person who has been carrying 
on a business has sold all or part of the 
property that was included in the inventory of 
the business (whether or not he has disposed of 
or ceased to carry on that business or a part of 
that business) to a person who has used all or 
part of the property so sold as inventory of a 
business carried on or to be carried on by the 
purchaser, and the amount of the consideration 
paid by the purchaser is, in part, consideration 
for the property so sold and, in part, considera- 
tion for something else, the following rules are 
applicable: | i 

(a) such part of the consideration as the 
vendor and the purchaser have, in writing, 
agreed to be the price paid for the property 
so sold shall be deemed, both for the 
purpose of computing income from the 
business of the vendor and for the purpose 
of computing income from the business of 
the purchaser, to be the price so paid; and 


(b) where an agreement as contemplated by 
paragraph (a) has not been filed with the 
Minister within 60 days after notice in 
writing by the Minister has been forwarded 
to the vendor and the purchaser that such an 
agreement is required for the purpose of any 
assessment of tax under this Part, such part 
of the consideration paid as is fixed by the 
Minister shall be deemed to be the price 
agreed upon by them as the price paid for 
the property so sold. 


(3) A reference in this section to property 
that was included in the inventory of a business 
shall be deemed to include a reference to 
property that would have been so included if 
the income from the business had not been 
computed in accordance with the method 
authorized by subsection 28(1) or paragraph 
34(1)\(d). 


24. (1) Notwithstanding paragraph 
18(1)(b), where a taxpayer has ceased to carry 
on a business, in computing his income for his 
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taxation year in which he so ceased to carry on 


the business, 
(a) there shall be deducted the amount of 
his cumulative eligible capital in respect of 
the business at the time he so ceased to carry 
on the business; 


(b) no amount is deductible by virtue of 
_ paragraph 20(1 )(b) in respect of the business; 
(c) notwithstanding paragraph 14(5)(a), his 
cumulative eligible capital in respect of 
the business immediately after the time 
he so ceased to carry on the _ business 
shall be deemed to be nil; and 
(dq) for the purposes of subsection 14(1), 
section 14 shall be read without reference to 
subsection (4) thereof. 


(2) Notwithstanding subsection (1), where 
an individual has ceased to carry on a business 
and thereafter his spouse, or a corporation 
controlled directly or indirectly in any manner 
whatever by him, has carried on the business, 


(a) in computing the individual’s income for 
his taxation year in which he so ceased to 
carry on the business, the provisions of 
subsection (1) shall be read without refer- 
ence to paragraph (a) thereof and as if the 
reference in paragraph (c) thereof to “the 
time he so ceased to carry on the business” 
were read as a reference to “the end of the 
taxation year in which he so ceased to carry 
on the business’; and 

(b) in computing the cumulative eligible 
capital in respect of the business of the 
spouse or the corporation, as the case may 
be, at any time after the end of the taxation 
year in which the individual so ceased to 
carry on the business, there shall be included 
the amount of the individual’s cumulative 
eligible capital in respect thereof at the end 
of that taxation year. 


81 
Subsection 24(1) 


(2). New 


Fiscal 
period for 
individual 
proprietor 
of business 
disposed 
of 


Election 


Banks 


Idem 


25. (1) Where an individual was the pro- 
prietor of a business and disposed of it during a 
fiscal period of the business, the fiscal period 
may, if the taxpayer so elects, be deemed to 
have ended at the time it would have ended if 
the taxpayer had not disposed of the business 
during the fiscal period. 


2) An election under subsection (1)-is not 
valid unless the taxpayer, at the time when 
the fiscal period of the business would, if the 
election were valid, be deemed to have ended, is 
resident in Canada. 


Special Cases 


26. (1) There shall be included in com- 
puting the income for a taxation year of a bank 
to which the Bank Act or the Quebec Savings 
Banks Act applies, the amount by which the 
aggregate of the amounts that, at the end of the 
year, are set aside or reserved by way of 
write-down of the value of assets or appropria- 
tion to contingency reserves or contingent ac- 
counts for the purpose of meeting losses on 
loans, bad or doubtful debts, depreciation in 
the value of assets other than bank premises, or 
other contingencies, is, in the opinion of the 
Minister of Finance, having regard to all the 
circumstances, in excess of the reasonable 
requirements of the bank. 


(2) Notwithstanding paragraphs 18(1)(@) 
and (b), there may be deducted in compu- 
ting the income for a taxation year of a bank to 
which the Bank Act or the Quebec Savings 
Banks Act applies, such amount as is set aside 
or reserved for the year either by way of 
write-down of the value of assets or appropria- 
tion to any contingency reserve or contingent 
account for the purpose of meeting losses on 
loans, bad or doubtful debts, depreciation in 
the value of assets other than bank premises, or 
other contingencies, and is, in the opinion of 
the Minister of Finance, having regard to all the 
circumstances, not in excess of the reasonable 
requirements of the bank. 
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_ 27. (1) This Part applies to a corporation 
specified in Schedule D to the Financial Ad- 
ministration Act as though any income or loss 
from 
(a) a business carried on by the corporation 
as agent of Her Majesty, and 
(b) a property of Her Majesty administered 
by the corporation, 
were an income or loss, as the case may be, of 
the corporation therefrom. 


(2) Notwithstanding any other provision of 
this Act, a corporation specified in Schedule D 
to the Financial Administration Act shall be 
deemed not to be a private corporation, and 
paragraph 149(1)(d@) does not apply to a corpo- 
ration specified in Schedule D to that Act. 


(3) Where land of Her Majesty: has been 
transferred to a corporation specified in Sched- 
ule D to the Financial Administration Act for 
purposes of disposition, the acquisition of the 
property by the corporation and any disposi- 
tion thereof shall be deemed not to have been 
in the course of the business carried on by the 
corporation. 


28. (1) For the purpose of computing the 
income of a taxpayer for a taxation year from a 
farming business, the income from the business 
for that year may, if the taxpayer so elects, be 
computed in accordance with a method (herei- 
nafter in this section referred to as the ‘“‘cash” 
method) whereby the income therefrom for 
that year shall be deemed to be an amount 
equal to 

(a) the aggregate of all amounts that 

(i) were received in the year, or are 
deemed by this Act to have been received 
in the year, in the course of carrying on 
the business, and 

(ii) were in payment of or on account of 
an amount that would, if the income 
from the business were not computed in 
accordance with the cash method, be 
included in computing income therefrom 
for that or any other year, 

minus 
(b) the aggregate of all amounts that 

(i) were paid in the year, or are deemed 
by this Act to have been paid in the year, 
in the course of carrying on the business, 
and 
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(ii) were in payment of or on account of 
an amount that would, if the income 
from the business were not computed in 
accordance with the cash method, be 
deductible in computing income there- 
from for that or any other year; 


and minus any deductions for the year permit- 
ted by paragraphs 20(1)(a) and (b). 


(2) Subsection (1) does not apply for the 


purpose of computing the income of a taxpayer 
for a taxation year from a farming business 
carried on by him jointly with one or more 
other persons, unless each of the other persons 
by whom the business is jointly carried on has 
elected to have his income from the business 
for that year computed in accordance with the 
method authorized by that subsection. 


(3) Where a taxpayer has filed a return of 
income under this Part for a taxation year 
wherein his income for that year from a 
farming business has been computed in accor- 
dance with the method authorized by subsec- 
tion (1), income from the business for a 
subsequent taxation year shall, subject to the 
other provisions of this Part, be computed in 
accordance with that method unless the tax- 
payer, with the concurrence of the Minister and 
upon such terms and conditions as are specified 
by the Minister, adopts some other method. 


(4) Where a taxpayer who, at a time when 
he was a resident of Canada, carried on a 
business the income from which was computed 
in accordance with the method authorized by 
subsection (1) has, upon or after disposing of or 
ceasing to carry on the business or a part of the 
business, ceased to be a resident of Canada ina 
taxation year, an amount equal to the value, at 
the time he ceased to be a resident of Canada, 
of 


(a) such part of the property that would 
have been included in the inventory of the 
business or the part of the business if the 
income from the business had not been 
computed in accordance with the method 
authorized by subsection (1) as remained the 
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property of the taxpayer at the time he 
ceased to be a resident of Canada, and 

(b) such part of amounts outstanding at the 
time he ceased to be a resident of Canada as 
Or on account of debts owing to the tax- 
payer that arose in the course of carrying on 
the business as would have been included in 
computing his income for the year if the 
amounts had been received by him in the 
year at a time when he was a resident of 
Canada, 


shall be included in computing his income 
(c) for the year, if section 114 is not 
applicable, or 
(d) if section 114 is applicable, for the 
period or periods in the year referred to in 
paragraph 114(a). 


(5) There shall be included in computing 
the income of a taxpayer for a taxation year 
such part of an amount received by him in the 
year, upon or after disposing of or ceasing to 
carry on a business or a part of a business, for, 
on account or in lieu of payment of, or in 
satisfaction of debts owing to the taxpayer: that 
arose in the course of carrying on the business 
as would have been included in computing the 
income of the taxpayer for the year had the 
amount so received been received by him in the 
course of carrying on the business. 


29. (1) Where a taxpayer has a basic herd 
of a class of animals and disposes of an animal 
of that class in the course of carrying on a 
farming business in a taxation year, if the 
taxpayer so elects in his return of income under 
this Part for the year the following rules apply: 
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(a) there shall be deducted in computing his 
basic herd of that class at the end of the year 
such number as is designated by him in his 
election, not exceeding the least of 
(i) the number of animals of that class so 
disposed of by him in the year, 
(ii) 1/10 of his basic herd of that class 
on December 31, 1971, and 
(iii) his basic herd of that class of animal 
at the end of the immediately preceding 
taxation year; and 


(b) there shall be deducted in computing his 
income from the farming business for the 
taxation year the product obtained when 
(i) the number determined under para- 
graph (a) in respect of his basic herd of 
that class for the year 
is multiplied by 
(ii) the quotient obtained when the fair 
market value on December 31, 1971 of 
his animals of that class on that day is 
divided by the number of his animals of 
that class on that day. 


Reduction (2) Where a taxpayer carries on a farming (2). New 
Sasa business in a taxation year and his basic herd of 
any class at the end of the immediately 
preceding year, minus the deduction, if any, 
required by paragraph (1)(a) to be made in 
computing his basic herd of that class at the 
end of the year, exceeds the number of animals 
of that class owned by him at the end of the 
year, 
(a) there shall be deducted in computing his 
basic herd of that class at the end of the year 
the number of animals comprising the / 
excess, and 


(b) there shall be deducted in computing his 
income from the farming business for the 
taxation year the product obtained when 
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Subsection 29(2) 
! (i) the number of animals comprising the 
excess 
is multiplied by 
(ii) the quotient obtained when the fair 
market value on December 31, 1971 of 
his animals of that class on that day is 
divided by the number of his animals of 
that class on that day. 
Interpre- (3) For the purposes of this section, (3). New 
tation 


(a) a taxpayer’s “basic herd” of any class of 
animals at a particular time means such 
number of the animals of that class that the 
taxpayer had on hand at the end of his 1971 
taxation year as were, for the purpose of 
assessing his tax under this Part for that 
year, accepted by the Minister, as a conse- 
quence of an application made by the 
taxpayer, to be capital properties and not to 
be stock-in-trade, minus the numbers, if any, 
required by virtue of this section to be 
deducted in computing his basic herd of that 
class at the end of taxation years of the 
taxpayer ending before the particular time; 


(b) “class of animals” means animals of a 
particular species, namely cattle, horses, 
sheep or swine, that are 
(i) purebred animals of that species for 
which a certificate of registration has 
been issued by a person recognized by 
4 breeders in Canada of purebred animals 
. of that species to be the registrar of the 
: breed to which such animals belong, or 
issued by the Registrar of the Canadian 
National Livestock Records, or 
(ii) animals of that species other than 
q purebred animals described in subpara- 
graph (i), 
each of which descriptions in subparagraphs 
: | (i) and (ii) shall be deemed to be of separate 
classes, except that where the number of the 
taxpayer's animals described in subpara- 
graph (i) or (ii), as the case may be, of 
a particular species is not greater than 
10% of the total number of the taxpayer’s 
animals of that species that would otherwise 
be of two separate classes by virtue of this 
paragraph, his animals described in subpara- 
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graphs (i) and (ii) of that species shall be 
deemed to be of a single class;and 
(c) in determining the number of animals of 
any class on hand at any time, an animal 
shall not be included if it was acquired for a 
feeder operation, and an animal shall be 
included only if its actual age is not less 
than, 
(i) in the case of cattle, 2 years, 
(ii) in the case of horses, 3 years, and 
(iii) in the case of sheep or swine, one 
year, 
except that 2 animals of a class under the 
age specified in subparagraph (i), (ii) or (iii), 
as the case may be, shall be counted as one 
animal of the age so specified. 


30. Notwithstanding paragraphs 18(1)(@) 
and (b), there may be deducted in com- 
puting a taxpayer’s income for a taxation year 
from a farming business any amount paid by 
him in the year for clearing land, levelling land 
or laying tile drainage for the purpose of 
carrying on the farming business. 


31. (1) Where a taxpayer’s chief source of 
income for a taxation year is neither farming 
nor a combination of farming and some other 
source of income, for the purposes of sections 3 
and 111 his loss, if any, for the year from all 
farming businesses carried on by him shall be 
deemed to be the lesser of 

(a) the amount by which the aggregate of 

his losses for the year otherwise determined 

from all farming businesses carried on by 
him exceeds the aggregate of his incomes 
for the year from all such businesses, and 
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30. Subsection 11(16) 


31. (1). Subsection 13(1), modified 
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(b) $2,500 plus the lesser of 
(i) 1/2 of the amount by which the 
amount determined under paragraph (2) 
exceeds $2,500, and 
(ii) $2,500; 
and for the purposes of this Act the amount, if 
any, by which the amount determined under 
paragraph (a) exceeds the amount determined 
under paragraph (b) is the taxpayer’s “‘res- 
tricted farm loss” for the year. 


(2) For the purpose of this section, the 


‘Minister may determine that a taxpayer’s chief 


source of income for a taxation year is neither 
farming nor a combination of farming and some 
other source of income. 


32. (1) Paragraph 20(1)(77) does not apply 
to allow a deduction to an insurance agent or 
broker in respect of unearned commissions but 
a taxpayer may, in computing his income from 
a business as an insurance agent or broker for a 
taxation year, deduct as a reserve in respect of 
unearned commissions an amount equal to the 
proportion of an amount that has been inclu- 
ded in computing his income for the year or a 
previous year as a commission in respect of an 
insurance contract, other than a life insurance 


contract, that 


(a) the number of days in that portion of 
the period provided for in the insurance 
contract that is after the end of the 
taxation year, 

is of 
(b) the whole of that period. 


(2) There shall be included as income of a 
taxpayer for a taxation year from a business as 
an insurance agent or broker, the amount 
deducted under subsection (1) in computing his 
income therefrom for the immediately preced- 
ing year. 
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Subsection 31(1) 


(2). Subsection 13(2) 


32. (1). Subsection 85B(6) 


(2). New 


Lending 
of money 
on 
security 


33. (1) In computing the income for a 
taxation year of a taxpayer whose business 
includes the lending of money on the security 
of a mortgage, hypothec or agreement of sale of 
real property, there may be deducted as a 
reserve, in lieu of any deduction under para- 
graph 20(1)(/), such amount as the taxpayer 
may claim not exceeding the lesser of 

(a) 1 1/2% of the aggregate of 

(i) each amount outstanding at the end of 
the year as or on account of the principal 
amount of loans made by the taxpayer on 
the security of a mortgage, hypothec or 
agreement of sale of real property, or as 
or on account of the principal amount of 


any such mortgage, hypothec or agree- 


ment of sale purchased by him, 
(ii) each amount due and unpaid at the 
end of the year as or on account of 
interest payable to the taxpayer under a 
mortgage, hypothec or agreement of sale 
of real property, and 
(iii) each amount that has been taken into 
account in computing the income of the 
taxpayer for the year as or on account of 
the value of real property of the taxpayer 
that was included in the inventory of the 
taxpayer at the end of the year and that 
was acquired, by foreclosure or other- 
wise, after default made under a mort- 
gage, hypothec or agreement of sale of 
real property (otherwise than as or on 
account of the value of real property in 
respect of which any amount for the year 
has been included under subparagraph (i) 
or (ii)); and 
(b) the amount, if any, deducted under this 
subsection as a reserve in computing the 
taxpayers income for the immediately 
preceding taxation year plus 1/3 of the 
amount determined under paragraph (a); 
but no deduction may be made under this 
subsection as a reserve in respect of loans made 
on the security of a mortgage or hypothec 
under the National Housing Act or any of the 
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33. (1). Section 85G 


(a). Subparagraph 85G(a)(i) 


(b). Subparagraph 85G(a)(ii) 
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Teme en Subsection 33(1) 
Housing Acts as defined in section 2 of the 
Central Mortgage and Housing Corporation Act. 
| 
5 
Reserve (2) There shall be included as income of a_ (2). Paragraph 85G(b), modified 
| ee q taxpayer for a taxation year from a business 
| described in subsection (1), the amount deduc- 
: ted under that subsection as a reserve in 
. computing his income therefrom for the 
immediately preceding year. 
| | 
: 
‘ Profes- 34. (1) In computing the income of atax- 34. (1). New 
; doen payer for a taxation year from a business that is 


a profession, the following rules apply: 
(a) paragraphs 12(1)(b) and 20(1)\m) are 
not applicable; 
(b) every amount that becomes receivable 
by him in the year in respect of property 
sold or services rendered in the course of the 
business shall be included; 
(c) for the purposes of paragraph (b), an 
amount shall be deemed to have become 
receivable in respect of services rendered in 
the course of the business on the day that is 
the earliest of 
(i) the day upon which the account in 
respect of the services was rendered, 
(ii) the day upon which the account in 
respect of those services would have been 
rendered had there been no undue delay 
in rendering the account in respect of the 
services, and 
(iii) the day upon which the taxpayer was 
paid for the services; and 
(dq) where the taxpayer so elects in his 
return of income under this Part for the 
year, no amount shall be included in respect 
of work in progress at the end of the 
taxation year, except as otherwise provided 
by this section. 
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Section 34 


Application (2) Where a taxpayer has elected that para- (2). New 


toe graph (1)(d) be applicable in computing his 


where income for a taxation year from a business that 
election _ is a profession, that paragraph shall apply in 


computing his income from the business for all 
subsequent taxation years unless the taxpayer, 
with the concurrence of the Minister and upon 
such terms and conditions as are specified by 
the Minister, revokes his election to have that 


paragraph apply. 
Prospectors 35. (1) Where a share of the capital stock 35. (1). New 
aS ioe Bavota corporation 


(a) is received in a taxation year by an 
individual as consideration for the disposi- 
tion by him to the corporation of a mining 
property or interest therein acquired by him 
as a result of his efforts as a prospector, 
either alone or with others, or 


(b) is received in a taxation year 

(i) by a person who has, either under an 
arrangement with a prospector made 
before the prospecting, exploration or 
development work or as an employer of a 
prospector, advanced money for, or paid 
part or all of, the expenses of prospecting 
or exploring for minerals or of developing 
a property for minerals, and 

(ii) as consideration for the disposition by 
the person referred to in subparagraph (i) 
to the corporation of a mining property 
Or interest therein acquired under the 
arrangement under which he made the 
advance or paid the expenses, or if the 
prospector was his employee, acquired by 
him through the employee’s efforts, 


the following rules apply: 


(c) notwithstanding any other provision of 
this Act, no amount in respect of the receipt 
of the share shall be included in computing 
the income for the year of the individual or 
person, as the case may be; 


Definitions 


“Mining 
property” 
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_ pector”’ 
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(d) notwithstanding subdivision c, in com- 
puting the cost to the individual or the 
person, as the case may be, of the share, no 
amount shall be included in respect of the 
mining property or interest therein, as the 
case may be; and 

(e) notwithstanding section 66, in com- 
puting the cost to the corporation of the 
mining property or the interest therein, as 
the case may be, no amount shall be 
included in respect of the share. 


(2) In this section, 
(a) “mining property” means a right to 
prospect, explore or mine for minerals or a 


property the principal value of which de- 
pends upon its mineral content, and 


(b) “prospector” means an individual who 
prospects or explores for minerals or dev- 
elops a property for minerals on behalf of 
himself, on behalf of himself and others or 
as an employee. 


36. Where any amount in respect of an 
expenditure incurred by a taxpayer on or in 
respect of the repair, replacement, alteration or 
renovation of depreciable property of the 
taxpayer of a class prescribed by regulations 
of the Governor in Council made for the 
purposes of this section is, under a uniform 
Classification and system of accounts and re- 
turns prescribed by the Canadian Transport 
Commission pursuant to the Railway Act, 
required to be entered in the books of the 
taxpayer otherwise than as an expense, 


(a) no deduction may be made in respect of 
that expenditure in computing the income 
of the taxpayer for a taxation year; and 


(b) for the purposes of section 13 and 
regulations made under paragraph 20(1)(a), 
the taxpayer shall be deemed to have 
acquired, at the time the expenditure was 
incurred, depreciable property of that class 
at a capital cost equal to that amount. 


6. 
Subsection 35(1) 


(2). Subsection 83(1), modified 


36. Subsection 84A(3) 


Scientific 
research 


37. (1) There may be deducted in com- 
puting the income for a taxation year of a 
taxpayer who carried on a business in Canada 
and made expenditures in respect of scientific 
research in the year the amount by which the 
aggregate of 


(a) all expenditures of a current nature 

made in Canada in the year 
(i) on scientific research related to the 
business and directly undertaken by or on 
behalf of the taxpayer, 
(ii) by payments to an approved associa- 
tion that undertakes scientific research 
related to the class of business of the 
taxpayer, 
(iii) by payments to an approved univer- 
sity, college, research institute or other 
similar institution to be used for scientific 
research related to the class of business 
of the taxpayer, 
(iv) by payments to a corporation resident 
in Canada and exempt from tax under 
paragraph 149(1)(/), or | 
(v) by payments to a corporation resident 
in Canada for scientific research related 
to the business of the taxpayer; 


(b) such amount as may be claimed by the 

taxpayer not exceeding the lesser of 
(i) the expenditures of a capital nature 
made in Canada (by acquiring property 
other than land) in the year and any 
previous year ending after 1958 on scien- 
tific research relating to the business and 
directly undertaken by or on behalf of 
the taxpayer, and 
(ii) the undepreciated capital cost to the 
taxpayer of the property so acquired as 
of the end of the taxation year (before 
making any deduction under this para- 
graph in computing the income of the 
taxpayer for the taxation year), and 


37. (1). Subsection 72(1) 
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(c) all expenditures in the year by way of 
repayment of amounts paid to the taxpayer 
under an Appropriation Act and on terms 
and conditions approved by the Treasury 
Board for the purpose of advancing or 
sustaining the technological capability of 
Canadian manufacturing or other industry, 


exceeds the aggregate of amounts paid to him 
in the year under an Appropriation Act and on 
terms and conditions described in paragraph 


(c). 


(2) There may be deducted in computing 
the income for a taxation year of a taxpayer 
who carried on business in Canada and made 
expenditures in the year in respect of scientific 
research carried on outside Canada, all such 
expenditures of a current nature made in the 
year 

(a) on scientific research related to the 

business and directly undertaken by or on 

behalf of the taxpayer; or 

(b) by payments to an approved association, 

university, college, research institute or 

other similar institution to be used for 
scientific research related to the class of 
business of the taxpayer. 


(3) The Minister may obtain the advice of 
the Department of Industry, Trade and Com- 
merce, the National Research Council, the De- 
fence Research Board or any other agency or 
department of the Government of Canada 
carrying on activities in the field of scientific 
research as to whether any particular activity 
constitutes scientific research. 


(4) No deduction may be made under this 
section in respect of an expenditure made to 
acquire rights in, or arising out of, scientific 
research. 


Subsection 37(1) 


(2). Subsection 72(1a) 


(3). Subsection 72(2) 


(4). Subsection 72(3) 


Idem 
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(5) Where in respect of an expenditure on 
scientific research made by a taxpayer in a 
taxation year an amount is deductible under 
this section and under section 110, no deduction 
may be made in respect of the expenditure 
under section 110 in computing the taxable 
income of the taxpayer for any taxation year. 


(6) An amount claimed under paragraph 
(1)(b) in computing a deduction under that 
subsection shall, for the purpose of section 13, 
be deemed to be an amount allowed to the 
taxpayer in respect of the property acquired by 
the expenditures under regulations made under 
paragraph 20(1)(@), and for that purpose the 
property acquired by the expenditures shall be 
deemed to be of a separate prescribed class. 


(7) In this section, 


(a) “approved” means approved by the 
Minister after he has, if he considers it 
necessary , obtained the advice of the Depart- 
ment of Industry, Trade and Commerce or 
the National Research Council; 

(b) “scientific research” has the meaning 
given to that expression by regulation; 


(c) references to expenditures on or in 
respect of scientific research 
(i) where the references occur in sub- 
section (2), include only expenditures 
incurred for and wholly attributable to 
the prosecution of scientific research, and 
(ii) where the references occur other than 
in subsection (2), include only expend- 
itures incurred for and wholly attribut- 
able to the prosecution, or the provision 
of facilities for the prosecution, of scien- 
tific research in Canada; and 
(d) references to scientific research relating 
to a business or class of business include any 
scientific research that may lead to or 
facilitate an extension of that business or, as 
the case may be, business of that class. 
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(6). Subsection 72(5) 
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7 
. Subdivision c — Taxable Capital Gains 
and Allowable Capital Losses 
Meaning of 38. For the purposes of this Act, | 38. New 
taxable ; ; : 
Eaoabean (a) a taxpayer’s taxable capital gain for a 
and allow- taxation year from the disposition of any 
able capital d : : b 
ate property is 1/2 of his capital gain for the 
year from the disposition of that property; 
and 
(b) a taxpayer’s allowable capital loss for a 
taxation year from the disposition of any 
property is 1/2 of his capital loss for the 
year from the disposition of that property. 
| 3 
- Meaningof 39. (1) For the purposes of this Act, 39. (1) New 
_ capital gain > ‘ j ‘ 
and capital (a) a taxpayer’s capital gain for a taxation 
loss year from the disposition of any property is 


his gain for the year determined under this 
subdivision (to the extent of the amount 
thereof that would not, if section 3 were 
read without reference to the expression 
“other than a taxable capital gain from the 
disposition of a property” in paragraph (a) 
thereof and without reference to paragraph 
(b) thereof, be included in computing his 
income for the year or any other taxation 
year) from the disposition of any property 
of the taxpayer other than 

(i) eligible capital property, 

(ii) property, any amount receivable by 

the taxpayer for the disposition of which 

is required to be included in computing 

his income for the year by virtue of 

section 59, or 

(iii) a life insurance policy within the 

meaning of section 138 (except an an- 

nuity contract); and 


SS eee 
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(b) a taxpayer’s capital loss for a taxation 
year from the disposition of any property is 
his loss for the year determined under this 
subdivision (to the extent of the amount 
thereof that would not, if section 3 were 
read in the manner described in paragraph 
(a) of this subsection, be deductible in com- 
puting his income for the year or any other 
taxation year) from the disposition of any 
property of the taxpayer other than 

(i) depreciable property, or 

(ii) property described in subparagraph 

(2)(i), (ii) or (iii). 


(2) Notwithstanding subsection (1), where, 


by virtue of any fluctuation in the value of the 
currency Or currencies of one or more countries 
other than Canada relative to Canadian curren- 
cy, a taxpayer has made a gain or sustained a 
loss in a taxation year, the following rules 


apply: 


(a) the amount, if any, by which 

(i) the aggregate of all such gains made 
by the taxpayer in the year (to the extent 
of the amounts thereof that would not, if 
section 3 were read in the manner des- 
cribed in paragraph (1) (a) of this section, 
be included in computing his income for 
the year or any other taxation year) 


exceeds 


(ii) the aggregate of all such losses sus- 
tained by the taxpayer in the year (to 
the extent of the amounts thereof that 
would not, if section 3 were read in the 
manner described in paragraph (1)\a) of 
this section, be deductible in computing 
his income for the year or any other 
taxation year), and 
(iii) if the taxpayer is an individual, $200, 
shall be deemed to be a capital gain of the 
taxpayer for the year from the disposition of 
currency of a country other than Canada, 
the amount of which capital gain is the 
amount determined under this paragraph; and 
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Subsection 39(1) 


(2). New 


(b) the amount, if any, by which 
(i) the aggregate determined under sub- 
paragraph (a)(ii), | 
exceeds 
(ii) the aggregate determined under sub- 
paragraph (a)(i), and 
(iii) if the taxpayer is an individual, $200, 
shall be deemed to be a capital loss of the 
taxpayer for the year from the disposition of 
currency of a country other than Canada, 
the amount of which capital loss is the 
amount determined under this paragraph. 


40. (1) Except as otherwise expressly pro- 
vided in this Part 

(a) a taxpayer’s gain for a taxation year 

from the disposition of any property is the 

amount, if any, by which 
(i) if the property was disposed of in the 
year, the amount, if any, by which his 
proceeds of disposition exceeds the 
aggregate of the adjusted cost base to him 

- of the property immediately before the 
disposition and any outlays and expenses 
to the extent that they were made or 
incurred by him for the purpose of 
making the disposition, or 
(ii) if the property was disposed of before 
the year, the amount, if any, claimed by 
him under subparagraph (iii) in com- 
puting his gain for the immediately pre- 
ceding year from the disposition of the 
property, 

exceeds 
(iii) such amount as he may claim, not 
exceeding a reasonable amount as a re- 
serve in respect of such of the proceeds of 
disposition of the property that are not 
due to him until after the end of the year 
as may reasonably be regarded as a 
portion of the amount determined under 
subparagraph (i) in respect of the pro- 
perty; and 


Subsection 39/2) 


40. (1). New 


Limita- 
tions 


(b) a taxpayer’s loss for a taxation year 
from the disposition of any property is, 
(i) if the property was disposed of in the 
year, the amount, if any, by which the 
ageregate of the adjusted cost base to him 
of the property immediately before the 
disposition and outlays and expenses to 
the extent that they were made or 
incurred by him for the purpose of 
making the disposition, exceeds his 
proceeds of disposition of the property, 
and 
(ii) in any other case, nil. 
(2) Notwithstanding subsection (1), 
(a) subparagraph (1)\@)(iii) does not apply 
to permit a taxpayer to claim any amount 
thereunder in computing a gain for a taxa- 
tion year if-the taxpayer was, at any time in 
the year or the immediately following year, 
not resident in Canada; 
(b) where the taxpayer is an individual, his 
gain for a taxation year from the disposition 
of a property that was at any time his 
principal residence is his gain therefrom for 
the year otherwise determined minus that 
proportion thereof that 
(i) the number of years for which the 
property was his principal residence and 
during which he was resident in Canada 
is of 
(ii) the number of years during which he 
owned the property, whether jointly with 
another person or otherwise; 
(c) where the taxpayer is an individual, his 
gain for a taxation year from the disposition 
of land used in a farming business carried 
on by him that includes property that was at 
any time his principal residence is 
(i) his gain for the year, otherwise deter- 
mined, from the disposition of the por- 
tion of the land that does not include the 
property that was his principal residence, 
plus his gain for the year, if any, deter- 
mined under paragraph (b) from the 
disposition of the property that was his 
principal residence, or 
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(ii) if the taxpayer so elects in prescribed 
manner in respect of the land, his gain for 
the year from the disposition of the land 
including the property that was his prin- 
cipal residence, determined without re- 
gard to paragraph (b) or subparagraph (i) 
of this paragraph, minus $1,000 for each 
year for which the residence was his 
principal residence and during which he 
was resident in Canada; 
(dq) where the taxpayer is a corporation, its 
loss for a taxation year from the disposition 
of a bond or debenture is its loss therefrom 
for the year otherwise determined, less the 
aggregate of such amounts received by it as, 
on account or in lieu of payment of, or in 
satisfaction of interest thereon as were, by 
virtue of paragraph 81(1)(m), not included 
in computing its income; 
(e) where the taxpayer is a corporation, its 
loss otherwise determined from the disposi- 
tion of any property disposed of by it to 
(i) a corporation that was controlled by 
it 
(ii) a corporation by which it was con- 
trolled, or 
(iii) a corporation that was controlled by 
a corporation described in subparagraph 
(ii), 
is nil; 
(f) a taxpayer’s gain or loss from the dis- 
position of 
(i) a chance to win a prize, or 
(ii) a right to receive an amount as a 
prize, 
in connection with a lottery scheme is nil; 
and 


(g) a taxpayer’s loss, if any, from the 
disposition of a property, to the extent that 
it is 
(i) a superficial loss, 
(ii) a loss from a disposition any proceeds 
of which are, or if there are no such 
proceeds would be if there were such 
proceeds, described in subparagraph 
54(h)(ii) or (iii), 
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(iii) a loss from the disposition of a debt 
or other right to receive an amount, 
unless the debt or right, as the case may 
be, was acquired by the taxpayer solely 
for the purpose of gaining or producing 
income from a_ business or property 
(other than exempt income), or 

(iv)a loss from the disposition of any 
personal-use property of the taxpayer 
other than listed personal property, 


is nil. 


(3) Where 
(a) the aggregate of all amounts required 
by subsection 53(2) (except paragraph (b) 
thereof) to be deducted in computing the 
adjusted cost base to a taxpayer of any 
property at any time in a taxation year 
exceeds 
(b) the aggregate of the cost to him of the 
property and all amounts required by sub- 
section 53(1) to be included in computing 
the adjusted cost base to him of that 
property at that time, 


the amount of the excess shall be deemed to be 
a gain of the taxpayer for the year from a 
disposition at that time of that property. 


41. (1) For the purposes of this Part, a 
taxpayer’s taxable net gain for a taxation year 
from dispositions of listed personal property is 
1/2 of the amount determined under subsection 
(2) to be his net gain for the year from 
dispositions of such property. 


(2) A taxpayer’s net gain for a taxation year 
from dispositions of listed personal property is 
an amount determined as follows: 

(a) determine the amount, if any, by which 
the aggregate of his gains for the year from 
dispositions of listed personal property 
exceeds the aggregate of his losses for the 
year from dispositions of listed personal 
property; and 
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41. (1). New 


(2). New 
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(b) deduct from the amount determined 
under paragraph (@) his _listed-personal- 
property losses for the 5 taxation years 
immediately preceding and the taxation year 
immediately following the taxation year, 
except that for the purposes of this para- 
graph 
(i)an amount in respect of a listed- 
personal-property loss is only deductible 
to the extent that it exceeds the aggregate 
of amounts previously deductible in 
respect of that loss under this paragraph, 
(ii) no amount is deductible in respect of 
the listed-personal-property loss of any 
year until the deductible listed-personal- 
property losses for previous years have 
been deducted, and 
(iii) no amount is deductible in respect of 
listed-personal-property losses from the 
amount determined under paragraph (@) 
for a taxation year except to the extent 
of the amount so determined for the 
year, 
and the remainder determined under paragraph 
(b) is the taxpayer’s net gain for the year from 
dispositions of listed personal property. 


(3) In this section, “‘listed-personal-property 
loss” of a taxpayer for a taxation year means 
the amount, if any, by which the aggregate of 
his losses for the year from dispositions of 
listed personal property exceeds the aggregate 
of his gains for the year from dispositions of 
listed personal property. 
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42. In computing a taxpayer’s proceeds of 
disposition of any property for the purposes of 
this subdivision, there shall be included any 
amount received or receivable by the taxpayer 
as consideration for any warranty, covenant or 
other conditional or contingent obligation in- 
curred by the taxpayer in respect of the 
disposition, and in computing the taxpayer’s 
income for the year in which the property was 
disposed of or for any of the 6 immediately 
following taxation years, any outlay or expense 
made or incurred by the taxpayer in any such 
taxation year pursuant to or by virtue of the 
obligation shall, if the obligation was a legal 
obligation incurred by the taxpayer, be deemed 
to be a loss of the taxpayer for that taxation 
year from the disposition of a capital property. 


43. For the purpose of computing a tax- 
payer’s gain for a taxation year from the 
disposition of a part of a property, the adjusted 
cost base to him, immediately before the 
disposition, of that part is such portion of the 
adjusted cost base to him at that time of the 
whole property as may reasonably be regarded 
as attributable to that part. 


44. Where in a taxation year a taxpayer has 
received proceeds of disposition described in 
subparagraph 54(h)(iii) or (iv) of any prop- 
erty (in this section referred to as his 
“former property”) and, before the end of the 
following taxation year, has expended an 
amount to acquire other property as a replace- 
ment for his former property, notwithstanding 
subsection 40(1) 

(a) the gain, if any, from the disposition of 

his former property is the lesser of 

(i) the gain therefrom otherwise deter- 
mined, and 

(ii) the amount, if any, by which the 
proceeds of disposition of his former 
property exceed the cost to him, other- 
wise determined, of the other property, 
and 
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42. New 


43. New 


44. New 
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(bd) the cost to the taxpayer of the other 
property shall be deemed to be the cost to 
him of the other property otherwise deter- 
mined, minus the amount, if any, by which 
the gain described in subparagraph (a)(i) 
exceeds the excess, if any, determined under 
subparagraph (@)(ii). 


Property 45. (1) For the purposes of this subdivision 45. (1). New 


: Nie one. the following rules apply: 


_ use (a) where a taxpayer, 

: (i) having acquired property for some 
other purpose, has commenced at a later 
time to use it for the purpose of gaining 
or producing income therefrom, or for 
the purpose of gaining or producing 
income from a business, or 

(ii) having acquired property for the pur- 
pose of gaining or producing income 
therefrom or for the purpose of gaining 
or producing income from a_ business, 
has commenced at a later time to use 
it for some other purpose, 


4 he shall be deemed to have 


(iii) disposed of it at that later time for 
proceeds equal to its fair market value 
at that later time, and 

(iv) immediately thereafter reacquired it 
at a cost equal to that fair market value; 
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(b) where property has, since it was ac- 
quired by a taxpayer, been regularly used in 
part for the purpose of gaining or producing 
; income therefrom or for the purpose of 
: gaining or producing income from a business 
; and in part for some other purpose, the 
taxpayer shall be deemed to have acquired, 
for that other purpose, the proportion of the 
property that the use regularly made of the 
property for that other purpose is of the 
whole use regularly made of the property at 
a cost to him equal to the same proportion 
of the cost to him of the whole property; 
and, if the property has, in such a case, been 


disposed of, the proceeds of disposition of 
the proportion of the property deemed to 
have been acquired for that other purpose 
shall be deemed to be the same proportion 
of the proceeds of disposition of the whole 
property; and 
(c) where, at any time after a taxpayer has 
acquired property, there has been a change 
in the relation between the use regularly 
made by him of the property for gaining or 
producing income therefrom or income from 
a business and the use regularly made of the 
property for other purposes, 
(i) if the use regularly made by him of the 
property for those other purposes has 
increased, he shall be deemed to have 
(A) disposed of property at that time 
for proceeds equal to the proportion 
of the fair market value of the prop- 
erty at that time that the amount of 
the increase in the use regularly made 
by him of the property for those 
other purposes is of the whole use 
regularly made of the property, and 
(B) immediately thereafter reacquired 
the property so disposed of at a cost 
equal to the proceeds referred to in 
clause (A), and 
(ii) if the use regularly made by him of 
the property for those other purposes has 
decreased, he shall be deemed to have 
disposed of property at that time and the 
proceeds of disposition shall be deemed 
to be an amount equal to the proportion 
of the fair market value of the property 
at that time that the amount of the 
decrease in use regularly made by him of 
the property for those other purposes is 
of the whole use regularly made of the 
property. 
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ection -—S»- (2) ‘For the purposes of this subdivision and 
section 13, where paragraph (1)(a) and para- 
graph 13(7)(b) would otherwise be applicable 
in respect of any property of a taxpayer for a 
taxation year and the taxpayer so elects in his 
return of income for the year under this Part, 
the taxpayer shall be deemed not to have 
commenced to use the property for the purpose 
of gaining or producing income therefrom or 
for the purpose of gaining or producing income 
from a business except that if in his return of 
income for a subsequent year under this Part he 
rescinds his election in respect of the property, 
he shali be deemed to have commenced so to 
use the property on the first day of that 
subsequent year. 


 Personal-use 46. (1) Where a taxpayer has disposed of 
_ Property = any personal-use property of the taxpayer, for 
the purposes of this subdivision 
(a) the adjusted cost base to him of the 
property immediately before the disposition 
shall be deemed to be the greater of $1,000 
and the amount otherwise determined to be 
its adjusted cost base to him at that time; 
and 
(b) his proceeds of disposition of the pro- 
perty shall be deemed to be the greater of 
$1,000 and his proceeds of disposition of the 
property otherwise determined. 


Where part (2) Where a taxpayer has disposed of part of 
eo, 20 a personal-use property owned by him and has 
disposed of retained another part of the property, for the 


purposes of this subdivision 


(a) the adjusted cost base to him, immedia- 
tely before the disposition, of the part so 
disposed of shall be deemed to be the greater 
of | 
(i) the adjusted cost base to him at that 
time of that part otherwise determined, 
and 
(ii) that proportion of $1,000 that the 
amount determined under subparagraph 
(i) is of the adjusted cost base to him at 
that time of the whole property; and 
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46. (1). New 


(2). New 
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(b) the proceeds of disposition of the part 
so disposed of shall be deemed to be the 
greater of 
(i) the proceeds of disposition thereof 


otherwise determined, and 
(ii) the amount determined under sub- 


paragraph (@)(ii). 
Properties (3) For the purposes of this subdivision, (3). New 
ordinarily Where a number of personal-use properties of a 


disposed : : 
ofasaset taxpayer that would, if the properties were 


disposed of, ordinarily be disposed of in one 
disposition as a set, 
(a) have been disposed of by more than one 
disposition so that all of the properties have 
been acquired by one person or by a group 
of persons not dealing with each other at 
arm’s length, and 
(b) had, immediately before the first dispo- 
sition referred to in paragraph (a), an aggre- 
gate fair market value greater than $1,000, 


the properties shall be deemed to be a single 
personal-use property and each such disposition 
shall be deemed to be a disposition of a part of 
that property. 


Decrease in (4) Where it may reasonably be regarded (4). New 
gee oF that, by reason of a decrease in the fair market 

personal-use 
property of value of any personal-use property owned by a 


corporation, : 
i as corporation, partnership or trust, 


(a) a taxpayers gain, if any, from the 
disposition of a share of the capital stock 
of a corporation, an interest in a trust or an 
interest in a partnership has become a 
loss, or is less than it would have been if the 
decrease had not occurred, or 
(b) a taxpayer’s loss, if’ any, from the 
disposition of a share or interest described 
in paragraph (a) is greater than it would have 
been if the decrease had not occurred, 
the amount of the gain or loss, as the case may 
be, shall be deemed to be the amount that it 
would have been but for the decrease. 


Identical 
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Where 
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47. (1) Where at any time a taxpayer who 
owns a group of properties, each of which is 
identical to each other property in the group, 
disposes of a part of the group and retains 
another part of the group, 


(a) the adjusted cost base to him immedia- 
tely before that time of the part so disposed 
of is that proportion of the adjusted cost 
base to him immediately before that time of 
the whole group that the number of the 
properties in the part so disposed of is of the 
number of properties in the whole group 
immediately before that time; and 


(b) the taxpayer shall be deemed to have 
disposed of the part of the group so retained 
at that time, for proceeds equal to that 
proportion of the adjusted cost base to him 
of the whole group immediately before that 
time that the number of the properties in 
the part so retained is of the number of the 
properties in the group immediately before 
that time, and to have reacquired that part 
immediately thereafter at a cost equal to 
those proceeds. 

(2) For the purposes of subsection (1), 
where a group of properties referred to in 
subsection (1) is a group of identical obligations 
within the meaning of subsection (3), subsec- 
tion (1) shall be read as if the references to “the 
number of” were read as references to “the 
aggregate of the principal amounts of”. 

(3) For the purposes of this subdivision, one 
bond, debenture, bill, note or other similar 
obligation issued by a debtor is identical to 
another such obligation issued by that debtor if 
both are identical in respect of all rights (in 
equity or otherwise, either immediately or in 
the future and either absolutely or contin- 
gently) attaching thereto, except as regards the 
principal amount thereof. 


109 


47. (1). New 


(2). New 


(3). New 


Deemed 


disposition 


on ceasing 


to be 
resident in 
Canada 


Election 
by 
individual 
ceasing 

to be 
resident in 
Canada 


48. (1) For the purposes of this subdivi- 
sion, where at any time in a taxation year a 
taxpayer ceases to be resident in Canada, he 
shall be deemed to have disposed of each 
property, other than 


(a) any property ‘that would be taxable 
Canadian property if at no time in the year 
he had been resident in Canada, or 


(b) a right to receive any payment described 

in any of paragraphs 212(1)(/) to (0), 
owned by him at that time, for proceeds of 
disposition equal to the fair market value of the 
property at that time, and to have reacquired 
the property immediately thereafter at a cost 
equal to that fair market value, except that 
where the taxpayer is an individual other than a 
trust, the aggregate of his taxable capital gains 
for the year from the disposition of those prop- 
erties shall be deemed to be the amount, if any, 
by which that aggregate otherwise determined 
exceeds $2,500. 


(2) Where subsection (1) would otherwise 
apply for the purpose of computing the income 
for a taxation year of a taxpayer who is an 
individual other than a trust, if the taxpayer 


(2) so elects, in prescribed manner and 
within prescribed time, and 
(b) furnishes to the Minister security 
acceptable to the Minister for payment of 
the additional tax under this Part that would 
have been payable by him if he had not so 
elected, whether such security is by way of a 
charge of any kind on property of the 
taxpayer or any other person or by way of 
guarantee from other persons, 
for the purposes of this Act the following rules 
apply: 
(c) subsection (1) is not applicable for the 
purpose of computing his income for the 
year; and 
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@) the taxpayer shall be deemed to have 
been resident in Canada throughout any 
taxation year in which he actually disposed 
of or is deemed by any other provision of 
this Act to have disposed of any property 
(other than property described in paragraph 
(1)(a) or (b)) owned by him at the time he 
ceased to be resident in Canada. 


(3) For the purposes of this subdivision, 
where at any time a taxpayer becomes a 
resident of Canada, he shall be deemed to have 
acquired at that time each property (other than 
any property that would be property described 
in paragraph (1)(a) if he had disposed of it ‘at 
that time) owned by him at that time, at a cost 
equal to its fair market value at that time. 


49. (1) Subject to subsections (2) and (3), 
for the purpose of this subdivision the granting 
of an option, other than 


(a) an option to acquire or to dispose of a 
principal residence, or 


(b) an option granted by a corporation to 
acquire shares of its capital stock or bonds 
or debentures to be issued by it, 
is a disposition of a property the adjusted cost 
base of which to the grantor immediately 
before the grant is nil. 


(2) Where at any time an option described 
in paragraph (1)(b) that has been granted by a 
corporation after 1971 expires, 

(a) the corporation shall be deemed to have 

disposed of capital property at that time for 

proceeds equal to the proceeds received by it 

for the granting of the option; and 

(b) the adjusted cost base to the corpora- 

tion of that capital property immediately 

before that time shall be deemed to be nil. 
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Where (3) Where an option is exercised so that (3). New 
a q Property is disposed of by a taxpayer (herein- 
after referred to as the “vendor’’) or so that 
property is acquired by another taxpayer (here- 
inafter referred to as the “‘purchaser’’), for the 
purpose of computing the income of each such 
taxpayer the granting of the option and the 
exercise thereof shall be deemed not to be 
dispositions of property and, 
(a) if the option is an option to acquire 
property, there shall be included 
(i) in computing the vendor’s proceeds of 
disposition of the property, the consider- 
ation received by him for the option, and 
(ii) in computing the cost to the pur- 
chaser of the property, the cost to him of 
the option; and 
(b) if the option is an option to dispose of 
property, there shall be deducted 
(i) in computing the vendor’s proceeds of 
disposition of the property, the cost to 
him of the option, and 
(ii) in computing the cost to the pur- 
chaser of the property, the consideration 
received by him for the option. 
Reassessment (4) Where (4). New 


where : ‘ 
option (a) an option granted by a taxpayer in a 


exercised in taxation year (in this subsection referred to 

subsequent Roser Sen ee : : 

vear as the “initial year”) is exercised in a 
subsequent taxation year (in this subsection 


referred to as the “‘subsequent year’’), 


(b) the taxpayer has filed a return of his 
income for the initial year as required by 
section 150, and 


(c) on or before the day on or before which 
he was required by section 150 to file a 
retum of his income for the subsequent 
year, has filed an amended return for the 
initial year excluding from his income the 
proceeds received by him for the granting of 
the option, } 

such reassessment of the taxpayer’s tax, interest 

or penalties for the year shall be made as is 

necessary to give effect to the exclusion. 
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50. (1) For the purposes of this subdivi- 
sion, where a debt owing to a taxpayer at the 
end of a taxation year (other than a debt owing 
to him in respect of the disposition of a 
personal-use property) is established by him to 
have become a bad debt in the year, he shall be 
deemed to have disposed of it at the end of the 
year and to have reacquired it immediately 
thereafter at a cost equal to nil. 

(2) Where a debt owing to a taxpayer at the 
end of a taxation year that is a personal-use 
property of the taxpayer is established by him 
to have become a bad debt in the year, 


(a) he shall be deemed to have disposed of it 
at the end of the year for proceeds equal to 
the amount, if any, by which 
(i) its adjusted cost base to him immedia- 
tely before the end of the year 
exceeds 
(ii) the amount of his gain, if any, from 
the disposition of the personal-use pro- 
perty the proceeds of disposition of 
which included the debt; and 
(b) he shall be deemed to have reacquired 
the debt immediately after the end of the 
year at a cost equal to the amount of the 
proceeds determined under paragraph (a). 


51. Where shares of the capital stock of a 
corporation have, after 1971, been acquired by 
a taxpayer in exchange for a bond, debenture or 
note of the corporation (in this section referred 
to as a “convertible bond’’) the terms of which 
conferred upon the holder thereof the right to 
make the exchange, 

(a) the exchange shall be deemed not to 

have been a disposition of property, and 


(b) the cost to the taxpayer of the shares 
shall be deemed to be the adjusted cost base 
to him of the convertible bond immediately 
before the exchange. 


52. (1) For the purposes of this subdivi- 
sion, where a taxpayer has acquired property 
after 1971 and an amount in respect of the 
value thereof has been included in computing 
his income otherwise than under section 7, 
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the amount so included shall be added in 
computing the cost to him of that property. 


(2) Where any property has, after 1971, 
been received by a shareholder of a corporation 
at any time as, on account or in lieu of pay- 
ment of, or in satisfaction of, a dividend 
payable in kind (other than a stock dividend) 
in respect of a share owned by him of the 
capital stock of the corporation, he shall be 
deemed to have acquired the property at a cost 
to him equal to its fair market value at that 
time, and the corporation shall be deemed to 
have disposed of the property at that time for 
proceeds equal to that fair market value. 

(3) Where a shareholder of a corporation 
has, after 1971, received a stock dividend in 
respect of a share owned by him of the capital 
stock of the corporation, he shall be deemed 
to have acquired the share or shares received 
by him as a stock dividend at a cost to him 
equal to the amount of the stock dividend. 


(4) Where any property has been acquired 
by a taxpayer at any time after 1971 as a 
prize in connection with a lottery scheme, he 
shall be deemed to have acquired the property 
at a cost to him equal to its fair market value 
at that time. 

(5) Where any property has, after 1971, 
been transferred to a beneficiary by a trustee 
under an employees profit sharing plan, 


(a) subsection (1) does not apply in respect 
of the property; and 


(b) the beneficiary shall be deemed to have 
acquired the property at a cost to him equal 
to its fair market value at the time of the 
transfer. 


53. (1) In computing the adjusted cost base 
to a taxpayer of property at any time, there 
shall be added to the cost to him of the 
property such of the following amounts in 
respect of the property as are applicable: 


(a) any amount deemed by subsection 40(3) 
to be a gain of the taxpayer for a taxation 
year from a disposition before that time 
of the property; 

(b) where the property is a share of the 
capital stock of a corporation resident in 
Canada, the amount of any dividend on 
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the share deemed by subsection 84(1) to 
_ have been received by the taxpayer before 
that time; 


4 | (c) where the property is a share of the 
capital stock of a corporation resident in 
F Canada and the taxpayer has, after 1971, 


| made a contribution of capital to the cor- 
q poration otherwise than by way of loan, 
that proportion of such part of the amount 
| of the contribution as cannot reasonably be 
regarded as a gift made to or for the benefit 
of any other shareholder of the corporation 
who was related to the taxpayer that 
(i) the amount that may reasonably be 
regarded as the increase in the fair market 
value, as a result of the contribution, of 
| the share 
is of 
(ii) the amount that may reasonably be 
regarded as the increase in the fair market 
value, as a result of the contribution, of 
all shares of the capital stock of the 
corporation owned by the _ taxpayer 
immediately after the contribution; 
(dq) where the property is a share of the 
capital stock of a foreign affiliate of the 
taxpayer, any amount required by paragraph 
92(1)(a) to be added in computing the 
adjusted cost base to him of the share; 


(e) where the property is an interest in a 
partnership, 
(i)an amount in respect of each fiscal 
period of the partnership ending after 
1971 and before that time, equal to the 
aggregate of all amounts each of which is 
the taxpayer’s share of the income of the 
partnership from any source for that 
fiscal period, computed as if this Act were 
read without reference to 
(A) the references in paragraph 
38(1)(a@) and subsection 41(1) to 
Ay?) and | 
(B) paragraph (7) of this subsection, 
section 55, paragraph 82(1)(b) and the 
provisions of the Income Tax Appli- 
cation Rules, 1971 relating to income 
from the operation of new mines, 


we 
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(ii) the taxpayer’s share of any capital 
dividends received by the partnership 
before that time on shares of the capital 
stock of a corporation that were partner- 
ship property, and 
(iii) where the taxpayer has, after 1971, 
made a contribution of capital to the 
partnership otherwise than by way of 
loan, such part of the amount of the con- 
tribution as cannot reasonably be regard- 
ed as a gift made to or for the benefit of 
any other member of the partnership who 
was related to the taxpayer; 
(f) where the property is substituted pro- 
perty of the taxpayer within the meaning of 
paragraph 54(7), the amount of the loss that 
was, by virtue of the acquisition by the 
taxpayer of the property, a superficial loss 
of any taxpayer; 
(g) where the property is a bond, debenture, 
bill, note, mortgage, hypothec or similar 
obligation, the amount, if any, by which the 
principal amount of the obligation exceeds 
the amount for which the obligation was 
issued, if such excess was required by sub- 
section 16(2) or (3) to be included in 
computing the income of the taxpayer for a 
taxation year commencing before that time; 


(h) where the property is land of the tax- 
payer, any amount paid by him after 1971 
and before that time pursuant to a legal 
obligation to pay 
(i) interest on borrowed money used to 
acquire the land, or on an amount paya- 
ble by him for the land, or 
(ii) property taxes (not including income 
or profits taxes or taxes imposed by 
reference to the transfer of property) 
paid by him in respect of the property 
to a province or to a Canadian municipality 
to the extent that that amount was, by 
virtue of subsection 18(2), not deductible in 
computing his income from the land or from 
a business for any taxation year commencing 
before that time; 


Subsection 53(1) 


({) where the property is land used in a 
farming business carried on by the taxpayer, 
an amount in respect of each taxation year 
ending after 1971 and commencing before 
that time, equal to the taxpayer’s loss, if any, 
for that year from the farming business, to 
the extent that such loss 
(i) was not, by virtue of section 31, 
deductible in computing the taxpayer’s 
income for that year, 
(ii) was not deductible in computing the 
taxpayer’s taxable income for the taxa- 
tion year in which the taxpayer disposed 
of the property or any previous taxation 
year, 
(iii) did not exceed the aggregate of 
(A) taxes (other than income or pro- 
fits taxes or taxes imposed by reference 
to the transfer of the property) paid 
by the taxpayer in that year or payable 
by him in respect of that year to a 
province or a Canadian municipality in 
respect of the property, and 
(B) interest, paid by the taxpayer in 
that year or payable by him in respect 
of that year, pursuant to a legal 
obligation to pay interest on borrowed 
money used to acquire the property or 
on any amount as_ consideration 
payable for the property, 
to the extent that such taxes and interest 
were included in computing the loss, and 


(iv) did not exceed the remainder ob- 

tained when 
(A) the aggregate of each of the tax- 
payer’s losses from the farming busi- 
ness for taxation years preceding that 
year (to the extent that they are 
required by this paragraph to be added 
in computing the taxpayer’s adjusted 
cost base of the property), 
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(B) the amount, if any, by which the 3 
taxpayer’s proceeds of disposition of 
the property exceed the adjusted cost 
base to him of the property imme- 
diately before that time, determined 
without reference to this paragraph; 
and 
(7) where the property is a share in respect 
of the acquisition of which a benefit was 
deemed by section 7 to have been received 
by the taxpayer in any taxation year ending 
after 1971 and commencing before that 
time, the amount of the benefit so deemed 
to have been received. 


Amounts (2) In computing the adjusted cost base toa (2). New 
os ; taxpayer of property at any time, there shall be 

deducted such of the following amounts in 

respect of the property as are applicable: 


(a) where the property is a share of the 

capital stock of a corporation resident in 

Canada, 
(i) any amount received by the taxpayer 
after 1971 and before that time as, on 
account or in lieu of payment of, or in 
satisfaction of, a dividend on the share 
(other than a taxable dividend or capital 
dividend), 
(ii) an amount in respect of any taxable 
dividend on the share received by the 
taxpayer after 1971 and before that time, 
on any portion of which tax under Part 
VII was payable by the taxpayer, equal 
to the amount by which that portion 
exceeds the tax under Part VII payable 
thereon, 
(iii) an amount in respect of any taxable 
dividend on the share received by the 
taxpayer after 1971 and before that time 
while he was not resident in Canada in 
respect of which tax under Part VIII was 
payable by the corporation, equal to the 
amount, if any, by which 
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(A) that proportion of the dividend 

_ that such part of all dividends that 
were paid by the corporation at the 
time the dividend was paid as was paid 
out of designated surplus (within the 
meaning of Part VII) is of all dividends 
that were paid by the corporation at 
the time the dividend was paid 

exceeds 


(B) such part of any tax under Part 
XIII that was payable by the taxpayer 
on the dividend as may reasonably be 
considered to have been payable on 
the proportion of the dividend des- 
cribed in clause (A), and 
(iv) any amount received by the tax- 
payer after 1971 and before that time on 
a reduction of the paid-up capital of the 
corporation in respect of the share, ex- 
cept to the extent that that amount is 
deemed by subsection 84(4) to be a 
dividend received by him; 
(b) where the property is a share of the 
capital stock of a corporation not resident in 
Canada, any amount required by subsection 
92(1) or (2) or subsection 93(1) to be 
deducted in computing the adjusted cost 
base to the taxpayer of the share; 


(c) where the property is an interest in a 
partnership, 
(i)an amount in respect of each fiscal 
period of the partnership ending after 
1971 and before that time, equal to the 
aggregate of amounts each of which is the 
taxpayer’s share of any loss of the part- 
nership from any source for that fiscal 
period, computed as if this Act were read 
without reference to 
(A) the reference in paragraph 
38(1)(b) to “1/2”, and 
(B) section 31, subsection 40(2) and 
section 55, 
(ii)an amount in respect of each fiscal 
period of the partnership ending after 
1971 and before that time, equal to the 
taxpayer’s share of the aggregate of 


(A) amounts that, but for paragraph 
96(1\{d), would be deductible in com- 
puting the income of the partnership 
for the fiscal period by virtue of 
subsection 65(1) or the provisions 
of the Income Tax Application Rules, 
1971 relating to exploration and deve- 
lopment expenses, and 
(B) the Canadian exploration and de- 
velopment expenses and foreign explo- 
ration and development expenses 
(within the meaning assigned by sub- 
section 66(15)) if any, incurred by the 
partnership in the fiscal period, 
(iii) any amount deemed by subsection 
110(S) to have been a gift made by the 
taxpayer by virtue of his membership in 
the partnership at the end of any fiscal 
period of the partnership ending before 
that time, 
(iv) any amount deductible under sub- 
section 113(3) in computing the taxable 
income of the taxpayer for a taxation 
year in respect of any amount that, by 
virtue of his membership in the partner- 
ship, was included in computing his in- 
come for the year by virtue of subsection 
91(1), and 
(v) any amount received by the taxpayer 
after 1971 and before that time as, on 
account or in lieu of payment of, or in 
satisfaction of, a distribution of his share 
of the partnership profits or partnership 
capital; 
(2) where the property is such that the 
taxpayer has, after 1971 and before that 
time, disposed of a part of it while retaining 
another part of it, the amount determined 
under section 43 to be the adjusted cost base 
to the taxpayer of the part so disposed of; 
(e) where the property is a share, or an 
interest therein or right thereto, of the 
capital stock of a corporation, the considera- 
tion therefor paid by the taxpayer, to the 
extent that the consideration was a legal 
Obligation described in subparagraph 
66(15)(b)\(v); 
(f) where the property was received by the 
taxpayer as consideration for any payment 
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(i) made by the taxpayer as a shareholder 
corporation (within the meaning assigned 
by subsection 66(15)) to a joint explora- 
tion corporation of the shareholder, and 
(ii) described in subparagraph 
66(15)(@)(i), 
such portion of the payment as may reason- 
ably be considered to be related to an agreed 
portion (within the meaning assigned by 
paragraph 66(15)(a)) of the joint explora- 
tion corporation’s Canadian exploration and 
development expenses; 


(g) where section 80 is applicable in re- 
spect of the taxpayer, the amount, if any, 
by which the adjusted cost base to the 
taxpayer of the property is required in 
prescribed manner to be reduced before that 
time; 
(h ) where the property is 
(i) a capital interest in a trust that was 
purchased by the taxpayer, or 
(ii) a unit of a unit trust, 
any amount paid to the taxpayer by the 
trust after 1971 and before that time as, on 
account or in lieu of payment of, or in 
satisfaction of a distribution or payment of 
capital, otherwise than as proceeds of dis- 
position of the interest or unit, as the case 
may be, or of a part thereof; 
(i) where the property is a capital interest in 
a trust (other than a unit trust) not resident 
in Canada that was purchased after 1971 by 
the taxpayer from a non-resident person at a 
time when the fair market value of such of 
the properties of the trust as were taxable 
Canadian properties was not less than 50% 
of the aggregate of the fair market value of 
all properties of the trust and the amount of 
any money of the trust on hand, that 
proportion of the amount, if any, by which 
(i) the fair market value at that time of 
such of the properties of the trust as were 
taxable Canadian properties, 
exceeds 
(ii) the aggregate of the adjusted cost 
bases to the trust at that time of such of 
the properties of the trust as were taxable 
Canadian properties, 
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“Subsection 53(2) — 
that the fair market value at that time of the 
interest is of the fair market value at that 
time of all capital interests in the trust; | 
(7) where the property is a unit of a unit 
trust not resident in Canada that was pur- 
chased after 1971 by the taxpayer from a 
non-resident person at a time when the fair 
market value of such of the properties of the 
trust as were taxable Canadian properties 
was not less than 50% of the aggregate of the 
fair market value of all properties of the 
trust and the amount of any money of the 
trust on hand, that proportion of the 
amount, if any, by which 
(i) the fair market value at that time of 
such of the properties of the trust as were 
taxable Canadian properties 
exceeds 
(ii) the aggregate of the adjusted cost 
bases to the trust at that time of such of 
the properties of the trust as were taxable 
Canadian properties, 7 
that the fair market value at that time of the 
unit is of the fair market value at that time 
of all of the issued units of the trust; 


(kK) any grant, subsidy or other assistance 
from a government, municipality or other 
public authority received by the taxpayer 
for or in respect of the acquisition by him 
after 1971 of the property; 


(2) where the property is a bond, debenture 
or similar security (other than an income 
bond or income debenture), any amount 
that was, deductible by virtue of subsection 
20(14) in computing the taxpayer’s income 
for any taxation year commencing before 
that time in respect of interest thereon; and 


(m) such part of the cost to the taxpayer of 
the property as was deductible (otherwise 
than by virtue of this subdivision) in com- 
puting the taxpayer’s income for any taxa- 
tion year commencing before that time. 


Definitions 


“Adjusted 
cost base” 


nd (j), wi re any property ofa ‘trust eh at 
Prats time have been a taxable Canadian 


z property of the trust if it had been disposed of 


by the trust at that time, the property shall be 
deemed to have been a taxable Canadian 


_ property of the trust at that time. 


54. In this subdivision, 
(a) “adjusted cost base” to a taxpayer of 
any property at any time means, except as 
otherwise provided, 
(i) where the property is depreciable 
property of the taxpayer, the capital cost 
to him of the property as of that time, 
and 
(ii)in any other case, the cost to the 
taxpayer of the property adjusted, as of 
that time, in accordance with section 53, 
except that in no case shall the adjusted cost 
base of any property at the time of its 
disposition by the taxpayer be less than nil; 
(b) “capital property” of a taxpayer means 
(i) any depreciable property of the tax- 
payer, and 
(ii) any property (other than depreciable 
property), any gain or loss from the 
disposition of which would, if the pro- 
perty were disposed of, be a capital gain 
or a capital loss, as the case may be, of 
the taxpayer; 


“Disposition” (c) “disposition” of any property, except as 


expressly otherwise provided, includes 
(i)any transaction or event entitling a 
taxpayer to proceeds of disposition of 
property, 
(ii) any transaction or event by which 
(A) any property of a taxpayer that is 
a share, bond, debenture, note, certi- 
ficate, mortgage, hypothec, agreement 
of sale or similar property, or an 
interest therein, is redeemed in whole 
or in part or is cancelled, 
(B) any debt owing to a taxpayer or 
any other right of a taxpayer to 
receive an amount is settled or cancel- 
led, 


54. 


New 


“Eligible 
capital 
property”’ 


“Listed 
personal 
property” 


(C) any share owned by a taxpayer is 
converted by virtue of an amalgama- 
tion, or 
(D) any option held by a ‘taxpayer to 
acquired or dispose of property expires, 
and 
(iii) any transfer of property to a trust, or 
any transfer of property of a trust to any 
beneficiary under the trust, except as 
provided in subparagraph (v), 
but, for greater certainty, does not include 
(iv) any transfer of property for the 
purpose only of securing a debt or a loan, 
or any transfer by a creditor for the 
purpose only of returning property that 
had been used as security for a debt ora 
loan, 
(v) any transfer of property by virtue of 
which there is a change in the legal 
ownership of the property without any 
change in the beneficial ownership there- 
of, 
(vi) any issue by a corporation of a 
bond, debenture, note, certificate, mort- 
gage or hypothec of the corporation, or 


(vii) any issue by a corporation of a share 
of its capital stock, or any other transac- 
tion that, but for this subparagraph, 
would be a disposition by a corporation 
of a share of its capital stock; 


(d) “eligible capital property” of a tax- 
payer means any property, 1/2 of any amount 
payable to the taxpayer as consideration for 
the disposition of which would, if he dis- 
posed of the property, be an eligible capital 
amount in respect of a business within the 
meaning given that expression in subsection 
14(1); 

(e) “listed personal property” of a taxpayer 
means his personal-use property that is all or 
any portion of, or any interest in or right to, 
any 
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‘*Personal- 
use 
property” 


“Principal 
residence’’ 


(i) print, etching, drawing, painting, 
sculpture, or other similar work of art, 
(ii) jewellery , 

(iii) rare folio, rare manuscript, or rare 

book, 

(iv) stamp, or 

(v) coin; 
(f) “personal-use property” of a taxpayer 
includes 

(i) property owned by him that is used 

primarily for the personal use or enjoy- 

ment of the taxpayer or for the personal 

use or enjoyment of one or more indi- 

viduals each of whom is either the tax- 

payer or a person related to him, 

(ii) any debt owing to him in respect of 

the disposition of property that was his 

personal-use property, and 

(iii) any property of the taxpayer that is 

an option to acquire property that would, 

if he acquired it, be personal-use property 

of the taxpayer; 
(g) “principal residence” of a taxpayer fora 
taxation year means a housing unit, or a 
share of the capital stock of a co-operative 
housing corporation, owned, whether jointly 
with another person or otherwise, in the 
year by the taxpayer, if the housing unit 
was, or if the share was acquired for the sole 
purpose of acquiring the right to inhabit a 
housing unit owned by the corpcration that 
was, 

(i) ordinarily inhabited by the taxpayer in 

the year, or 

(ii) property in respect of which the 

taxpayer has made an election for the 

year in accordance with subsection 45(2), 
except that in no case shall any such housing 
unit or share, as the case may be, be 
considered to be a taxpayer’s principal resi- 
dence for a year 


(iii) unless it has been designated by him 
in prescribed manner to be his principal 


~ 
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**Proceeds of 
disposition” 


residence for that year and no other 
property has been so designated by him 
for that year, or 

(iv) by virtue of subparagraph (ii), if by 
virtue of that subparagraph the property 
would, but for this subparagraph, have 
been his principal residence for four or 
more previous taxation years, 


and for the purposes of this paragraph the 
“principal residence” of a taxpayer for a 
taxation year shall be deemed to include, 
except where the property consists of a 
share of the capital stock of a co-operative 
housing corporation, the land subjacent to 
the housing unit and such portion of any 
immediately contiguous land as may reason- 
ably be regarded as contributing to the 
taxpayer’s use and enjoyment of the housing 
unit as a residence, except that where the 
total area of the subjacent land and of that 
portion exceeds one acre, the excess shall be 
deemed not to have contributed to the 
individual’s use and enjoyment of the hous- 
ing unit as a residence unless the taxpayer 
establishes that it was necessary to such use 
and enjoyment; 
(h) “proceeds of disposition” of property 
includes, 
(i) the sale price of property that has 
been sold, 
(ii) compensation for property unlawfully 
taken, 
(iii) compensation for property des- 
troyed, and any amount payable under a 
policy of insurance in respect of loss or 
destruction of property, 
(iv) compensation for property taken 
under statutory authority or the sale 
price of property sold to a person by 
whom notice of an intention to take it 
under statutory authority was given, 
(v) compensation for property injuriously 
affected, whether lawfully or unlawfully 
or under statutory authority or other- 
wise, 
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(vi) compensation for property damaged 
and any amount payable under a policy 
of insurance in respect of damage to 
property, except to the extent that such 
compensation or amount, as the case may 
be, has within a reasonable time after the 
damage been expended on repairing the 
damage, 
(vii) an amount by which the liability of a 
taxpayer to a mortgagee is reduced as a 
result of the sale of mortgaged property 
under a provision of the mortgage, plus 
any amount received by the taxpayer out. 
of the proceeds of such sale, and 
(viii) any amount included in computing 
a taxpayer’s proceeds of disposition of 
the property by virtue of paragraph 
79(c) 
but notwithstanding any other provision of 
this Part does not include any amount that 
would otherwise be proceeds of disposition 
of a share to the extent that such amount is 
deemed by subsection 84(2) or (3) to be a 
dividend; and 
“Superficial (7) “superficial loss’ of a taxpayer means 
ead his loss from the disposition of a property in 
any case where 
(i) the same or identical property (in this 
paragraph referred to as “substituted prop- 
erty”) was acquired, during the period 
beginning 30 days before the disposition 
and ending 30 days after the disposition, 
by the taxpayer, his spouse or a corpora- 
tion controlled, whether directly or 
indirectly in any manner whatever, by 
him, and 
(ii) at the end of the period referred to in 
subparagraph (i) the taxpayer, his spouse 
or the corporation, as the case may be, 
owned the substituted property, 
except that a loss otherwise described in this 
paragraph shall be deemed not to be a 
superficial loss if the disposition giving rise 
to the loss 


Avoidance 


Amounts to 
be included 
in income 
for year 


Pension 
benefits, 
strike pay 
and unem- 
ployment 
insurance 
benefits 


(iii) was a disposition deemed by section 
48 or 70 or subsection 104(4) to have 
been made, 

(iv) was the expiry of an option, or 

(v) was a disposition of property by the 
taxpayer to which subsection 85(4) ap- 
plies. 


55. For the purposes of this subdivision, 
where the result of one or more sales, ex- 
changes, declarations of trust, or other tran- 
sactions of any kind whatever is that a taxpayer 
has disposed of property under circumstances 
such that he may reasonably be considered to 
have artificially or unduly 

(a) reduced the amount of his gain from the 

disposition, 

-(b) created a loss from the disposition, or 
(c) increased the amount of his loss from 
the disposition, 

the taxpayer’s gain or loss, as the case may be. 
from the disposition of the property shall be 
computed as if such reduction, creation or 
increase, as the case may be, had not occurred. 


Subdivision d — 
Other Sources of Income 


56. (1) Without restricting the generality of 
section 3, there shall be included in computing 
the income of a taxpayer for a taxation year, 


(a) any amount received in the year as, on 
account or in lieu of payment of, or in 
satisfaction of, 
(i) a superannuation or pension benefit, 
including, without limiting the generality 
of the foregoing, 
(A) the amount of any pension or 
supplement under the Old Age Secu- 
rity Act and the amount of any similar 
payment under a law of a province, 
and 
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55. New 


56. (1). 


(a) Paragraph 6(1\a@), modified 


4 Rear ar pe Wear eae ie a 


Alimony 


22 


(B) the amount of any benefit under 
the Canada Pension Plan or a pro- 
vincial pension plan as defined in 
section 3 of that Act, 

but not including 


(C) the amount of any social assistance 
payment made on a means or a needs 
test basis, 
1. by a registered Canadian chari- 
table organization, or 
2. under a prescribed program pro- 
vided for by an Act of the Parlia- 
ment of Canada or a law of a 
province, 
(ii) a retiring allowance, 
(iii) a death benefit, 
(iv)a benefit under the Unemployment 
Insurance Act, 1971, 
(v)a benefit under regulations made 
under an Appropriation Act providing for 
a scheme of transitional assistance be- 
nefits to persons employed in the 
production of products to which the 
Canada-United States Agreement on Au- 
tomotive Products, signed on January 
16, 1965 applies, or 
(vi) a benefit under any law of Canada 
providing for a scheme of adjustment 
assistance benefits to persons employed 
in the production of textile and clothing 
goods; 
(b) any amount received by the taxpayer in 
the year, pursuant to a decree, order or 
judgment of a competent tribunal or pur- 
suant to a written agreement, as alimony or 
other allowance payable on a periodic basis 
for the maintenance of the recipient thereof, 
children of the marriage, or both the re- 
cipient and children of the marriage, if the 
recipient was living apart from, and was 
separated pursuant to a divorce, judicial 
separation or written separation agreement 
from, the spouse or former spouse required 
to make the payment at the time the 
payment was received and throughout the 
remainder of the year; 


129 
Subsection 56(1) 


(b). Paragraph 6(1)\(d@) 
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living 
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(c)any amount received by the taxpayer in 
the year, pursuant to an order of a compe- 
tent tribunal, as an allowance payable on a 
periodic basis for the maintenance of the 
recipient thereof, children of the marriage, 
or both the recipient and children of the 
marriage, if the recipient was living apart 
from the spouse required to make the 
payment at the time the payment was 
received and throughout the remainder of 
the year; 

(d) any amount received by the taxpayer in 
the year as an annuity payment except to 
the extent that the payment is otherwise 
required to be included in computing his 
income for the year; 

(e) any amount received by the taxpayer 
in the year as, on account or in lieu of 
payment of, or in satisfaction of, proceeds 
of the surrender, cancellation, redemption, 
sale or other disposition of an income- 
averaging annuity contract; 

(f) any amount deemed by subsection 
61(3) to have been received by the tax- 
payer in the year as proceeds of the dispo- 
sition of the income-averaging annuity 
contract; 


(g) amounts received by the taxpayer in the 


Subsection 56(1) bay aoa ae eee 
(c). Paragraph 6(1)(da) ie 


(d). Paragraph 6(1 aa), modified 


(/). New 


(f) New 


(g). Paragraph 6(1)(m) 


year from a trustee under a supplementary _ 


unemployment benefit plan as provided by 
section 145; 

(4) amounts in respect of a registered retire- 
ment savings plan required by section 146 to 
be included in computing the taxpayer’s 
income for the year; 

(t) amounts received by the taxpayer in 
the year under a deferred profit sharing plan 
as provided by section 147; 


(A). Paragraph 6(1)(7), modified 


(7). Paragraph 6(1)(0) 3 - 


Life. 

_ insurance 
policy 
proceeds 


Pe 


Allocations 
under 
insurance 
policies 


Legal costs 


Adult 
training 
allowance 


Scholar- 


ships, bursa- 


ries, etc. 


Research 
grants 


(/) amounts that the taxpayer became en- 


titled to receive in the year upon the 


disposition of an interest in a life insurance 
policy, to the extent provided by section 
148; } 
(kK) amounts allocated to the taxpayer in the 
year by an insurer as provided by paragraph 
148(1)(d); 
(7) amounts received by the taxpayer in the 
year as legal costs awarded to him by a court 
on an appeal in relation to an assessment of 
tax, interest or penalties under this Act, if 
with respect to that assessment an amount 
has been deducted or may be deductible 
under paragraph 60(0) in computing his 
income; | 
(m) amounts received by the taxpayer in the 
year as or On account of an adult training 
allowance paid to. him under the Adult 
Occupational Training Act, except to the 
extent that they were paid to him as or on 
account of an allowance for his personal or 
living expenses while he was living away 
from home; 
(n) the amount, if any, by which 
(i) the aggregate of all amounts received 
by the taxpayer in the year, each of 
which is an amount received by him as or 
on account of a scholarship, fellowship or 
bursary, or a prize for achievement in a 
field of endeavour ordinarily carried on 
by the taxpayer, 
exceeds 
(ii) $500; and 
(0) the amount, if any, by which any grant 
received by the taxpayer in the year to 
enable him to carry on research or any 
similar work exceeds the aggregate of 
expenses incurred by him in the year for the 
purpose of carrying on the work, other than 
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(7). Paragraph 6(1)(q) 


(m). New 
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(i) personal or living expenses of the 
taxpayer except travelling expenses (in- 
cluding the entire amount expended for 
meals and lodging) incurred by him while 
away from home in the course of carrying 
on the work, 

(ii) expenses in respect of which he has 
been reimbursed, or 

(iii)expenses that are otherwise de- 
ductible in computing his income for the 
year. 


(2) A payment or transfer of property made 
pursuant to the direction of, or with the 
concurrence of, a taxpayer to some other 
person for the benefit of the taxpayer or as a 
benefit that the taxpayer desired to have 
conferred on the other person shall be included 
in computing the taxpayer’s income to the 
extent that it would be if the payment or 
transfer had been made to him. 

(3) For the purposes of this Part, a payment 
or transfer in a taxation year of property made 
to the taxpayer or some other person for the 
benefit of the taxpayer and other persons 
jointly or a profit made by the taxpayer and 
other persons jointly in a taxation year shall be 
deemed to have been received by the taxpayer 
in the year to the extent of his interest therein 
notwithstanding that there was no distribution 
or division thereof in that year. 


. (4) Where a taxpayer has, at any time 

before the end of a taxation year (whether 
before or after the end of 1971), transferred or 
assigned to a person with whom he was not 
dealing at arm’s length the right to an amount 
that would, if the right thereto had not been so 
transferred or assigned, be included in com- 
puting his income for the taxation year because 
the amount would have been received or 
receivable by him in or in respect of the year, 
the amount shall be included in computing the 
taxpayer’s income for the taxation year unless 
the income is from property and the taxpayer 
has also transferred or assigned the property. 
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(2). Subsection 16(1) 


(3). Subsection 16(2) 
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Exception 


57. (1) Notwithstanding subparagraph 
56(1)(a)(i), there shall be included in com- 
puting the income of a taxpayer in respect of a 
payment received by him out of or under a 
superannuation or pension fund or plan the 
investment income of which has at some time 
been exempt from taxation under the Jncome 
War Tax Act by reason of an election for such 
exemption by the trustees or corporation 
administering the fund or plan, only that part 
of the payment that remains after deducting 
the proportion thereof 


(a) that the aggregate of the amounts paid 
by the taxpayer into or under the fund or 
plan during the period when its income was 
exempt by reason of such election is of the 
aggregate of all amounts paid by him into or 
under the fund or plan, or 


(b) that the aggregate of the amounts paid 
by the taxpayer into or under the fund or 
plan during the period when its income was 
exempt by reason of such election together 
with simple interest on each amount so paid 
from the end of the year of payment thereof 
to the commencement of the superannua- 
tion allowance or pension at 3% per annum 
is of the aggregate of all amounts paid by 
him into or under the fund or plan together 
with simple interest as aforesaid on each 
amount so paid, 


whichever is the greater. 


(2) This section does not apply in res- 
pect of a payment received by a taxpayer out 
of or under a superannuation or pension fund 
or plan if the taxpayer made no payment into 
or under the fund or plan. 
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(3) Where a payment, to which subsection 
(1) would otherwise be applicable, is received 
by a taxpayer out of or under a superannuation 
or pension fund or plan in respect of a period 
of service for part only of which he made 
payments into or under the fund or plan, 
subsection (1) is applicable only to that part of 
the payment which may reasonably be regarded 
as having been received in respect of the period 
for which he made payments into or under the 
fund or plan and any part of the payment 
which may reasonably be regarded as having 
been received in respect of a period for which 
he made no payments into or under the fund or 
plan shall be included in computing his income 
for the year without any deduction whatever. 


(4) Where a taxpayer, during the period 
from August 15, 1944, to December 31, 1945, 
made a contribution in excess of $300 to or 
under a registered pension fund or plan in 
respect of services rendered by him before he 
became a contributor, there shall be included in 
computing his income in respect of a payment 
received by him out of or under the fund or 
plan only that part of the payment that remains 
after deducting the proportion thereof that the 
contribution so made minus $300 is of the 
aggregate of the amounts paid by him to or 
under the fund or plan. 


(5) Where, in respect of the death of a 
taxpayer who was a contributor to or under a 
superannuation or pension fund or plan des- 
cribed in subsection (1) or (4), a payment is 
received by a person in a taxation year out of 
Or under the fund or plan, there shall be 
included in computing the income of that 
person for the year in respect thereof only that 
part of the payment that would, if the payment 
had been received by the taxpayer in the year 
out of or under the fund or plan, have been 
included by virtue of this section in computing 
the income of the taxpayer for the year. 


Section 57 
(3). Subsection 77(3) 


(4). Subsection 77(4) | 


(5). Subsection 77(5) 
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annuities 
and like 
annuities 
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before 
1940 


58. (1) In determining the amount that 
shall be included in computing the income of a 
taxpayer in respect of payments received by 
him in a taxation year under contracts entered 
into before May 26, 1932 with the Government 
of Canada or annuity contracts like those issued 
under the Government Annuities Act entered 
into before that day with the government of a 
province or a corporation incorporated or 
licensed to carry on an annuities business in 
Canada, there may be deducted from the 
aggregate of the payments received the lesser of 
(a) the aggregate of the amounts that would 
have been so received if the contracts had 
continued in force as they were immediately 
before June 25, 1940, without the exercise 
of any option or contractual right to enlarge 
the annuity by the payment of additional 
sums or premiums unless such additional 
sums or premiums had been paid before that 
day, and 


(b) $5,000. 


(2) In determining the amount that shall be 
included in computing the income of a tax- 
payer in respect of payments received by him in 
a taxation year under annuity contracts entered 
into after May 25, 1932, and before June 25, 
1940, with the Government of Canada or 
annuity contracts like those issued under the 
Government Annuities Act entered into during 
that period with the government of a province 
Or a corporation incorporated or licensed to 
carry on an annuities business in Canada, there 
may be deducted from the aggregate of the 
payments received the lesser of 
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58. (1). Subsection 78(1) 


(2). Subsection 78(2) 
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(a) the aggregate of the amounts that would 
have been received under the contracts if 
they had continued in force as they were 
immediately before June 25, 1940, without 
the exercise of any option or contractual 
right to enlarge the annuity by the payment 
of additional sums or premiums unless such 
additional sums or premiums had been paid 
before that day, and 


(b) $1,200. 


Limitation (3) Where a taxpayer has received annuity (3). Subsection 78(3) 
payments in respect of which he would other- 
wise be entitled to make deductions under both 
subsection (1) and subsection (2), 

(a) if the amount deductible under subsec- 
tion (1) is $1,200 or more, he may not make 
a deduction under subsection (2), and 

(b) if the amount deductible under subsec- 
tion (1) is less than $1,200, he may make 
one deduction computed as though subsec- 
tion (2) applied to all contracts entered into 
before June 25, 1940. 


Capital (4) The amount remaining after deducting (4). Subsection 78(4) 
eruent from the aggregate of the annuity payments to 

which this section applies received in a taxation 

year the deductions permitted by subsection 

(1), (2) or (3) shall be deemed to be the 

annuity payment in respect of which the cap- 

ital element is deductible under paragraph 

60(a). 
Husband (S) Where a husband and wife have each (5). Subsection 78(5) 
and wife received annuity payments in respect of which 

they may make a deduction under this section, 

the amount deductible shall be computed as if 

their annuities belonged to one person and may 

be deducted by either of them or apportioned 

between them in such manner as may be agreed 

by them or, in case of disagreement, as the 

Minister may determine. 
Pension (6) This section does not apply to superan- _ (6). Subsection 78(6) 
penbfits nuation or pension benefits received out of or 

under a registered pension fund or plan. 


Enlarge- 
ment of 
annuity 


Amount 
receivable 

as considera- 
tion for dis- 
position of 
resource 
property 


Amount 
deducted 
under s. 64 
in preceding 
year 


Disposition 
of resource 
property 
acquired 
before 1972 


(7) For the purpose of this section, an 
annuity shall be deemed to have been enlarged 
on or after June 25, 1940, if what is payable 
under the contract has, at any such time, been 
increased whether by increasing the amount of 
each periodic payment, by increasing the 
number of payments or otherwise. 


59. (1) Where in a taxation year a taxpayer 
disposes of 

(a) a Canadian resource property, 

(b) a foreign resource property, or 

(c) any right, licence or privilege described 

in subsection 83A(Sa) of this Act as it read 

in its application to the 1971 taxation year, 

that was acquired by the taxpayer after 

April 10, 1962 and before 1972 under an 

agreement or other contract or arrangement 

described therein, 
the amount receivable by the taxpayer as 
consideration for the disposition thereof shall 
be included in computing his income for the 
year, notwithstanding that the amount or any 
part thereof may not be received until a 
subsequent taxation year. 


(2) There shall be included in computing a 
taxpayer’s income for a taxation year any 
amount in respect of 

(a) a Canadian resource property, 

(b) a foreign resource property, or 

(c) any property referred to in paragraph 

(1\(c) or paragraph (3) (a) or (5), 
that has been deducted under section 64 in 
computing his income for the immediately 
preceding taxation year. 

(3) Where a taxpayer has made a disposition 
after 1971 of property owned by him on 
December 31, 1971 that 

(a) is property described in any of sub- 

paragraphs 66(15)(c)(i) to (vi) and is not 

property described in paragraph (1)(c), or 

(b) would be property described in sub- 

paragraphs 66(15)(c)(i) to (vi) if the refe- 

rences therein to “in Canada” were read 
as references to “outside Canada’, 
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Section 58 
(7). Subsection 78(7) 


59. (1). New 


(2). New 


(3). New 


Subsection 59(3) | i #7 oe 
the following rules apply: 3 ee as: Ree: as 
(c) the relevant percentage of the amount ~ . 
receivable by the taxpayer as consideration 
for the disposition thereof shall be included 
in computing his income for his taxation 
year in which the disposition was made, 
notwithstanding that the amount or any part 
thereof may not be received until a sub- 
sequent taxation year; and 


(d) where the taxpayer and the person who: 

acquired the property were not dealing with 

each other at arm’s length, for the purposes 

of this section, section 64 and section 66 
(i) the cost to that person of the property 
shall be deemed to be the amount in- 
cluded in the taxpayer’s income by virtue 
of paragraph (c) in respect of the disposi- 
tion by the taxpayer of the property, and 
(ii) when that person subsequently dis- 
poses of the property or any right or 
interest therein, the amount receivable by 
that person as consideration for the dis- 
position shall be deemed to be the relev- 
ant percentage of the amount actually 
receivable by that person as consideration 
therefor. 


Determination (4) For the purposes of paragraphs (3)(c) (4). New 
cae: and (d), the “relevant percentage” of any 

amount receivable as consideration for the 

disposition of property is 60% plus the per- 

centage (not exceeding 40%) obtained when 

5% is multiplied by the number of full calendar 

years in the period commencing at the end of 

1972 and ending with the end of the calendar 

year in which the disposition was made. 


Interpre- (5) In this section, “Canadian resource pro- (5). New 
aya perty” and “foreign resource property” have 
the meanings assigned by section 66. 


i 
vi 
PS. 


_ _ Subdivision e — 


ductions in Computing Income 


60. There may be deducted in computing a _60. 


taxpayer’s income for a taxation year such of 
the following amounts as are applicable: 


| Capital (a) the capital element of each annuity 
| Secret oe payment (other than a superannuation or (a). Paragraph 11(1)(k), modified 
| payments pension benefit, a payment under a regis- 


tered retirement savings plan, a payment 
under an income-averaging annuity contract 
or a payment of an annuity paid or pur- 
chased pursuant to a deferred profit sharing 
plan) included in computing the taxpayer’s 
income for the year, that is to say, 
(i) if the annuity was paid under a con- 
tract, an amount equal to that part of the 
payment determined in prescribed man- 
ner to have been a return of capital, 
and 
(ii) if the annuity was paid under a will or 
trust, such part of the payment as can be 
established by the recipient not to have 
been paid out of the income of the estate 


or trust; 
Alimony (b) an amount paid by the taxpayer in the 
payments year, pursuant to a decree, order or judg- (b). Paragraph 11(1)() 


ment of a competent tribunal or pursuant to 
a written agreement, as alimony or other 
allowance payable on a periodic basis for the 
maintenance of the recipient thereof, child- 
ren of the marriage, or both the recipient 
and children of the marriage, if he was living 
apart from, and was separated pursuant to a 
divorce, judicial separation or written separa- 
tion agreement from, his spouse or former 
spouse to whom he was required to make 
the payment at the time the payment was 
made and throughout the remainder of the 
year; 


Maintenance 
payments 


Interest on 
death duties 


Tuition fees 


Idem 
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(c) an amount paid by the taxpayer in the 
year, pursuant to an order of a competent 
tribunal, as an allowance payable on a 
periodic basis for the maintenance of the 
recipient thereof, children of the marriage, 
or both the recipient and children of the 
marriage, if he was living apart from his 
spouse to whom he was required to make 
the payment at the time the payment was 
made and throughout the remainder of the 
year; 
(d) an amount equal to annual interest 
accruing within the taxation year in respect 
of succession duties, inheritance taxes or 
estate taxes; 
(e) where the taxpayer was during the year a 
student in full-time attendance at a univer- 
sity outside Canada in a course leading to a 
degree, the amount of any fees for his 
tuition paid to the university in respect of a 
period not exceeding 12 months commenc- 
ing in the year and not included in the 
calculation of a deduction under this sub- 
section for a previous year except any such 
fees 
(i) paid in respect of a course of less than 
13 consecutive weeks’ duration, or 
(ii) paid on his behalf by his employer to 
the extent that the amount thereof ex- 
ceeds an amount included in his income 
for the year in which such payment was 
made in respect of such payment; 


(f) where the taxpayer was during the year 
a student enrolled at an educational institu- 
tion in Canada 
(i) that is a university, college or other 
educational institution providing courses 
at a post-secondary school level, 
(ii) that is a school operated by or on 
behalf of Her Majesty in right of Canada 
Or a province, a municipality in Canada, 
or a municipal or public body performing 
a function of government in Canada, 


Section 60 
(c). Paragraph 11(1)(/a) 


(d). Paragraph 11(1)(0) 


(e). Paragraph 11(1)(qb) 


(f). Paragraph 11(1)(qc) 
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(iii) that is a high school or secondary 
school providing courses leading to a 
secondary school certificate or diploma 
that is a requirement for entrance to a 
college or university, or 
4 (iv) that is certified by the Minister of 
; Manpower and Immigration to be an 
. educational institution by which courses 
7 are conducted that provide or improve 
the qualifications of a person for employ- 
ment or for the carrying on of a business 
or profession, 


the amount of any fees for his tuition paid 
to the educational institution in respect of a 
period not exceeding 12 months commenc- 
ing in the year and not included in the 
calculation of a deduction under this sub- 
section for a previous year, if such amount 
exceeds $25, but where such amount was 
paid on his behalf by his employer, only the 
part thereof that does not exceed the 
amount included in his income for the year 
in which such payment was made in respect 
of such payment; 
Idem (g) where the taxpayer resided during the (g). New 
- whole of the year in Canada near the 
boundary between Canada and the United 
States of America, if 
(i)he was during the year a student 
enrolled at an educational institution in 
the United States that is a university, 
college or other educational institution 
providing courses at a post-secondary 
school level, and 
(ii)he commuted to that educational 
institution in the United States, 
the amount of any fees for his tuition paid 
to the educational institution in respect ofa 
period not exceeding 12 months com- 
mencing in the year and not included in the 
calculation of a deduction under this sub- 
section for a previous year, if such amount 
exceeds $25, but where such amount was 
paid on his behalf by his employer, only the 
part thereof that does not exceed the 
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_ contri- 
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Premium 


under 
registered 
retirement 
savings plan 
Transfer of . 


 Superannua- 


tion 
benefits and 


retiring 


allowances 


amount included in his income for the year 
in which such payment was made in respect 
of such payment; 


(h) an amount payable by the taxpayer in 
respect of self-employed earnings for the 
year as a contribution under the Canada 
Pension Plan or under a provincial pension 
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ee 
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(h). Paragraph 11(1)(x) 


plan as defined in section 3 of the Canada 


Pension Plan; 


(i) an amount paid by the taxpayer as a 
premium under a registered retirement sav- 
ings plan as permitted by section 146; 


(7) such part of any amount included in 


- computing the income of the taxpayer for 


the year by virtue of subparagraph 
56(1)(a\(i) or (ii) or subsection 147(10) as 
does not exceed the amount by which 
(i) any amount paid by him in the year or 
within 60 days after the end of the year 
(A) as a contribution to or under a 
registered pension fund or plan, or 
(B) as a premium, as defined by sec- 
tion 146, under a registered retirement 
savings plan, 
to the extent that it was not deductible 
in computing his income for the imme- 
diately preceding year, 
exceeds 
(ii) the aggregate of the amounts, if any, 
deductible under paragraph (J), paragraph 
8(1)(m) or subsection 146(6) in com- 
puting his income for the year; 


(i). Paragraph 11(1)(¢) 
e 


(j). Paragraph 11(1)(u), modified 
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ee oe er, (k). Paragraph 11(1)(ua) 
.__ (i)any amount paid by the taxpayer in 


the year or within 60 days after the end 
of the year to a trustee under a deferred 
profit sharing plan that had at least 5 
beneficiaries at all times throughout the 
year, to the extent that it was not 
deductible in computing his income for 
the immediately preceding year, 
(ii) any amount included in computing 
his income for the year by virtue of 
subsection 147(10), and 
(iii) the amount by which 
(A) the aggregate of amounts included 
in computing his income for the year 
_ by virtue of subparagraphs 56(1)(a)(i) 
and (ii) and subsection 147(10) 
exceeds 
(B) the amount, if any, deductible 
under paragraph (j) in computing his 
income for the year; 


Transfer (J) the lesser of (/). New 
ee rciund (i) the amount, if any, by which 
of premium 
under (A) the aggregate of amounts paid by 
eae the taxpayer in the year or within 60 
savings days after the end of the year as a 
A ‘a premium, as defined by section 146, 


under a registered retirement savings 
plan, to the extent that they were not 
deductible in computing his income 
for the immediately preceding year, 


exceeds 


(B) the aggregate of amounts deduct- 

ible under paragraph (7) in computing 

his income for the year, and 
(ii) any amount included in computing 
his income for the year by virtue of 
subsection 146(8) to the extent that that 
amount is a refund of premiums, as 
defined by section 146, under a registered 
retirement savings plan received by the 
taxpayer under the plan on or after the 
death of the person who was, imme- 
diately before his death, 


Estate tax 


and succes- 


sion duties 
applicable 
to certain 
property 


(A) the annuitant thereunder, and 
(B) the taxpayer’s spouse; 
(m) that proportion of any superannuation 
Or pension benefit, death benefit, benefit 
under a registered retirement savings plan, 
benefit under a deferred profit sharing plan 
or benefit that is a payment under an 
income-averaging annuity contract, received 
by the taxpayer in the year, upon or after 
the death of a predecessor, in payment of or 
on account of property to which the tax- 
payer is the successor the value of which was 
required to be included in computing the 
aggregate net value of the property passing 
on the death of the predecessor for the 
purpose of Part I of the Estate Tax Act (or 
would have been so required to be included 
if the predecessor had been domiciled in 
Canada at the time of his death), that 
(i) the aggregate of 
(A) such part of any tax payable under 
the Estate Tax Act in respect of the 
death of the predecessor as is deter- 
mined under that Act to be the part 
thereof applicable to the property in 
payment of or on account of which 
the benefit was so received, and 
(B) such part of any succession duties 
payable under a law of a province in 
respect of the death of the predecessor 
as may reasonably be regarded as 
attributable to the property in pay- 
ment of or on account of which the 
benefit was so received, 
is of 
(ii) the value of the property in payment 
of or on account of which the benefit was 
so received, computed as provided for the 
purpose of subsection 62(4) of the Estate 
Tax Act; 


ht 
- 
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(m). Paragraph 11(1\(v), modified 
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(n) the amount of any overpayment of (n). New 
(i)any pension or supplement described 
4 in clause 56(1)(a)(i)(A), 
‘ ae (ii)any benefit described in clause 
i 56(1)(2)(iXB), or 
5 (iii)any benefit under the Unemploy- 
ment Insurance Act, 197] 
received by the taxpayer in a previous 
taxation year, to the extent of the amount 
thereof repaid by him in the year otherwise 
than by virtue of the deduction or withhold- 
ing thereof from any other payment made to 
him in the year; and 
Expenses (0) amounts paid by the taxpayer in the (0). Paragraph 11(1)(w) 
aie year in respect of fees or expenses incurred 
appeal in preparing, instituting or prosecuting an 
objection to, or an appeal in relation to, an 
assessment of tax, interest or penalties under 
this Act. 
Payment 61. (1) In computing the income for a 61. (1). New 
Yeates taxation year of an individual resident in 
tion for Canada, there may be deducted an amount 
Be iacing equal to the lesser of 
annuity (a) such amount as he may claim, not 


exceeding the aggregate of amounts each of 

which is a single payment 
(i) made by him in the year or within 60 
days after the end of the year as consider- 
ation for an income-averaging annuity 
contract of the individual, and 
(ii) in respect of which no amount has 
been deducted in computing his income 
for the immediately preceding taxation 
year, and 

(b) the amount, if any, by which the ag- 

gregate of 
(i) the remainder obtained when the ag- 
gregate of the amounts deductible in 
computing the taxpayer’s income for the 
year by virtue of paragraphs 60(/), (x) 
and (/) is deducted from the aggre- 
gate of amounts described in subsection 
(2) in respect of the individual for the 
year, 


Idem 


, 
ri 


(ii) the amount determined under para- 


graph 3(b) in respect of the individual for 
the year, 

(iii) the individual’s income for the year 
from the production of a literary, dra- 
matic, musical or artistic work, and 

(iv) the individual’s income for the year 
from his activities as an athlete, a mu- 
sician or a public entertainer such as a 
theatre, motion picture, radio or tele- 
vision artist, 


exceeds 


(v) the aggregate of amounts each of 
which is the annual annuity amount of 
the individual in respect of an income- 
averaging annuity contract in respect of 
the consideration for which any amount 
has been deducted under this subsection 
in computing his income for the year. 


(2) For the purposes of subsection (1), an 
amount described in this subsection in respect 
of an individual for a taxation year is any 
following amount: 

(a) any single payment received by him in 

the year 


(i) out of or under a superannuation or 
pension fund or plan 
(A) upon the death, withdrawal or 
retirement from employment of an 
employee or former employee, 
(B) upon the winding-up of the fund 
or plan in full satisfaction of all rights 
of the payee in or under the fund or 
plan, or 
(C) to which the payee is entitled by 
virtue of an amendment to the plan 
although he continues to be an em- 
ployee to whom the plan is applicable, 
(ii) upon his retirement as an employee in 
recognition of long service and not made 
out of or under a superannuation fund or 
plan, 


(2). New 
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(ii) pursuant to an employees’ profit 


sharing plan in full satisfaction of all his 
rights in or under the plan, to the extent 
that the amount thereof is required to be 
included in computing his income for the 
year in which the payment was received, 
or 
(iv) pursuant to a deferred profit sharing 
plan upon the death, withdrawal or retire- 
ment from employment of an employee 
or former employee, to the extent that 
the amount thereof is required to be 
included in computing the individual’s 
income for the year; 
(b) a payment or payments made by an 
employer to the individual as an employee 
or former employee upon or after retirement 
in respect of loss of office or employment, if 
made in the year of retirement or within one 
year after that year; 
(c) a payment or payments paid to the 
individual as a death benefit, if paid in the 
year of death or within one year after that 
year; 
(d) any amount included in computing the 
individual’s income for the year by virtue of 
subsection 146(8), to the extent that the 
amount is a refund of premiums, as defined 
by section 146, under a registered retirement 
savings plan received by the individual under 
the plan on or after the death of the person 
who was, immediately before his death, the 
annuitant thereunder; 
(e) any amount included in computing the 
individual’s income for the year by virtue of 
section 13, 14 or 23, subsection 28(4) or (5) 
or paragraph 106(2)\(a); and 
(f) any amount deemed by section 7 to bea 
benefit received by the individual in the year 
by virtue of his employment. 


Subsection 61(2) 


Where 
income- 
averaging 
annuity 
contract 
ceases to 
be such 


Definitions 


“Annual 
annuity 
amount”’ 


“Income- 
averaging 
annuity 

contract” 


(3) Where a contract that was at any time 
an income-averaging annuity contract of an 
individual has, at a subsequent time, ceased to 
be an income-averaging annuity contract other- 
wise than by virtue of the surrender, cancella- 
tion, redemption, sale or the disposition 
thereof, the individual shall be deemed to have 
received at that subsequent time as proceeds of 
the disposition of an income-averaging annuity 
contract an amount equal to the fair market 
value of the contract at that subsequent time 
and to have acquired the contract, as another 
contract not being an income-averaging an- 
nuity contract, immediately thereafter at a cost 
to him equal to that fair market value. 


(4) In this section, 


(a) “annual annuity amount” of an indi- 
vidual in respect of an income-averaging 
annuity contract means the aggregate of the 
equal payments described in subparagraph 
(b)(iii) that, under the contract, are re- 
ceivable by the individual in the 12-months’ 
period commencing on the day that the first 
such payment under the contract becomes 
receivable by him; and 
(b) “income-averaging annuity contract” of 
an individual means a contract 
(i) between the individual and a person 
licensed or otherwise authorized under 
the laws of Canada or a province to carry 
on in Canada an annuities business, 
(ii) under which, in consideration of a 
single payment by the individual as con- 
sideration under the contract, that person 
agrees to pay to the individual, com- 
mencing at a time no later than 10 
months after the individual has made the 
single payment, 
(A) an annuity to the individual for his 
life, with or without a guaranteed term 
not exceeding the number of years 
that is the lesser of 
i. 15, and 
2.85 minus the age of the indi- 
vidual at the time the annuity 
payments commence, or 
(B) an annuity to the individual for a 
guaranteed term described in clause 
(A), and 
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(3). New 


(4). New 


(iii) that does not provide for any pay- 
ment thereunder except 
(A) the single payment by the indi- 
vidual, and 
(B) equal annuity payments that are to 


: be made annually or at more frequent 
2 periodic intervals. 

Moving 62. (1) Where a taxpayer 

expenses 


(a) has, at any time, 

(i) ceased to carry on business or to be 
employed at the location or locations, as 
the case may be, in Canada at which he 
ordinarily so carried on business or was so 
employed, or 

(ii) ceased to be a student in fuil-time 
attendance at an educational institution 
in Canada that is a university, college or 
other educational institution providing 
courses at a post-secondary school level, 


and commenced to carry on a business or to 
be employed at another location in Canada 
(hereinafter referred to as his “new work 
location’’), or 


(b) has, at any time, commenced to be a 
student in full-time attendance at an educa- 
tional institution (hereinafter referred to as 
his “new work location”) that is a universi- 
ty, college or other educational institution 
providing courses at a post-secondary school 
level, 


and by reason thereof has moved from the 
residence in Canada at which, before the move, 
he ordinarily resided on ordinary working days 
(hereinafter referred to as his “old residence’) 
to a residence in Canada at which, after the 
move, he ordinarily so resided (hereinafter 
referred to as his “new residence’’), so that the 
distance between his old residence and his new 
work location is not less than 25 miles greater 
than the distance between his new residence 
and his new work location, in computing his 
income for the taxation year in which he 
moved from his old residence to his new 
residence or for the immediately following 
taxation year, there may be deducted amounts 
paid by him as or on account of moving 
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Subsection 61(4) 


62. (1). New 


Applica- 
tion of 
ss.(1) to 
certain 
students 


expenses incurred in the course of moving from 
his old residence to his new residence, to the 
extent that | 
(c) they were not paid on his behalf by 
his employer, 
(d) they were not deductible by virtue of 
this section in computing the taxpayer’s 
income for the preceding taxation year, 
(e) they would not, but for this section, be 
deductible in computing the taxpayer’s in- 
come, 
(f) the aggregate of such amounts does not 
exceed , 
(i) in any case described in paragraph (a), 
the taxpayer’s income for the year from 
his employment at his new work location 
or from carrying on the new business at 
his new work location, as the case may 
be, or 
(ii) in any case described in paragraph (bd), 
the aggregate of amounts required to be 
included in computing his income for the 
year by virtue of paragraphs 56(1)(n) and 
(o), and 


(g) any reimbursement received by him for 
such expenses has been included in com- 
puting his income for the year. 


(2) Where a taxpayer would, if subsection 
(1) were read without reference to paragraph 
(az) thereof and 


(a) if the reference therein to “moved from 
the residence in Canada at which” were read 
as a reference to ‘“‘moved from the residence 
at which”, or 

(b) if the reference therein to “to a resi- 
dence in Canada at which” were read as a 
reference to “to a residence at which’’, 


be entitled to deduct an amount by virtue of 
that subsection in computing his income for a 
taxation year, that amount may be deducted in 
computing his income for the year. 


; Section 62 


(2). New 


Child 
care 
expenses 


stion CE “moving expenses” 


eh 


ence “includes any expense incurred as or on account 


(a) travelling costs (including a reasonable 
amount expended for meals and lodging), in 
the course of moving the taxpayer and 
members of his household from his old 
residence to his new residence, 


(b) the cost to him of transporting or 
storing household effects in the course of 
moving from his old residence to his new 
residence, 

(c) the cost to him of meals and lodging 
near the old residence or the new residence 
for the taxpayer, and members of his house- 
hold for a period not exceeding 15 days, 

(ad) the cost to him of cancelling the lease, if 


any, by virtue of which he was the lessee of 


his old residence, and 


(e) his selling costs in respect of the sale of 
his old residence. 


63. (1) There mav be deducted in com- 


puting the income for a taxation year of a 
taxpayer who is 


(a) a woman, or 
(b) aman 

(i) who at any time in the year was not 

married, 

(ii)who at any time in the year was 

separated from his wife pursuant to a 

written agreement, 

(iii) whose wife is certified by a qualified 

medical practitioner to be a person who, 
(A) by reason of mental or physi- 
cal infirmity, and her confinement 
throughout a period of not less than 2 
weeks in the year to bed, to a wheel- 
chair or as a patient in a hospital, 
asylum or other similar institution, 
was incapable of caring for children, or 
(B)by reason of mental or physical 
infirmity, was in the year, and is likely 
to be for a long-continued period of 
indefinite duration, incapable of caring 
for children, or 


Sechon 62 
(3). New 


63. (1). New 
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Subsection 63(1) 
(iv) whose wife was confined to prison ; | eX 
throughout a period of not less than 2 
weeks in the year, 


amounts paid by the taxpayer in the year as or 
on account of child care expenses in respect of 
the taxpayer’s children, to the extent that 


(c) payment of the amounts is proven by 
filing with the Minister receipts each of 
which contains the Social Insurance Number 
of any individual payee who issued the 
receipt, and 
(d) the aggregate of the amounts so paid by 
the taxpayer in the year does not exceed the 
least of 
(i) $2,000, 
(ii) the product obtained when $500 is 
multiplied by the number of the tax- 
payer’s children in respect of whom the 
child care expenses were incurred, and 
(iii) 2/3 of the taxpayer’s earned income 
for the year. 


Application (2) For the purposes of subsection (1), (2). New 
of ss, (1) : 
= aoe (a) where the taxpayer is a man, subpara- 


cases graph (1)(d){i) shall be read as follows: 
““(i) the lesser of $2,000 and an amount 
equal to the product obtained when 
the number of weeks in the year 
throughout which 
(A) he was not married, 
(B) he was separated from his wife 
pursuant to a written agreement, or 
(C) his wife was confined as described 
in clause (b)iii)(A) or subparagraph 
(b{iv), 
as the case may be, is multiplied by the 
lesser of $60 and the product obtained 
when $15 is multiplied by the number of 
children in respect of whom the child 
care expenses were incurred”; and 


(b) where the taxpayer is a wife described 
in subparagraph (1b \iii) or (iv), 
(i) subparagraph (1)(d)(i) shall be read as 
follows: 
(i) $2,000 minus the amount deducti- 
ble by virtue of this section in com- 
puting the income for the year of the 
taxpayer’s spouse”, and 


| 
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Definitions 


“Child 
care 
expense”’ 


(ii) subparagraph (1)(d)(ii) shall be read 
as follows: 

“(ii) the amount, if any, by which 
(A) the product obtained when $500 
is multiplied by the number of his 
children in respect of whom the child 
care expenses were incurred, 

exceeds 


(B) the amount deductible by virtue 
of this section in computing the in- 
come for the year of the taxpayer’s 
spouse”. 

(3) In this section, 


(a) “child care expense” of a taxpayer 
means an expense incurred by the taxpayer 
for the purpose of providing in Canada, for 
any child of the taxpayer, child care services 
including baby sitting services, day nursery 
services or lodging at a boarding school or 
camp, if 
(i) the child was, during the year, ordin- 
arily in the custody of the taxpayer and 
(A) under 14 years of age, or 
(B) 14 years of age or over and de- 
pendent by reason of mental or physi- 
cal infirmity, 
(ii) the services were provided to enable 
the taxpayer to perform the duties of an 
office or employment or to carry on a 
business either alone or as a partner 
actively engaged in the business, and 
(iii) the services were provided by a resi- 
dent of Canada other than a person 
(A) in respect of whom a deduction 
has been made under section 109 in 
computing the taxable income for the 
year of the taxpayer or his spouse, or 
(B) who, during the year, was under 
21 years of age and connected with 
the taxpayer or his spouse by blood 
relationship, marriage or adoption, 
except that 
(iv) any such expenses incurred in the 
year for a child’s lodging at a boarding 
school or camp, to the extent that the 
ageregate thereof exceeds the product 
obtained when $15 is multiplied by the 


153 
Subsection 63(2) 


(3). New 


“Farned 
income’”’ 


Reserve 

in respect 
of consi- 
deration 
for disposi- 
tion of 
resource 
property 
not receiv- 
able until 
subsequent 
year 


number of weeks in the year during 
which the child was so lodged, and 
(v) for greater certainty, any expenses 
described in paragraph 110(1)(c) and any 
other expenses that are incurred for 
medical or hospital care, clothing, trans- 
portation or education or for board and 
lodging (except as otherwise expressly 
provided in this paragraph), ; 

are not child care expenses; and 

(b) “earned income” of a taxpayer means 

the aggregate of 
(i) his incomes from all offices and em- 
ployments, 
(ii) amounts included in computing his 
income by virtue of paragraph 56(1)(™m), 
(n) or (0), and 
(iii) his incomes from all businesses 
carried on either alone or as a partner 
actively engaged in the business. 


64. (1) In computing a taxpayer’s income 
for a taxation year (in this subsection referred 
to as the “current year”), where 


(a) by virtue of subsection 59(1) or (3), an 
amount has been included in computing the 
taxpayer’s income for the current year or a 
previous year, or 


(b) by virtue of subsection 83A(Sba) or (5c) 
of this Act as it read in its application to a 
taxation year before the 1972 taxation year, 
an amount has been included in computing 
the taxpayer’s income for that previous year, 


in respect of the disposition of any property 
and that amount or a part thereof is not 
receivable until a day that is after the end of 
the current year, there may be deducted as a 
reserve in respect of that amount the lesser of 


. Sas "Subsection 63(3) a 


64. (1). New 


a the part ‘theredt that | is not receivable 
until a day that is after the end of the 
current year, and 

(d) any amount deducted under this sub- 
section in respect of the disposition of the 
property in computing the taxpayer’s in- 
come for the taxation year immediately 
preceding the current year, 


and, for greater certainty, no deduction may be 
made in respect of that amount by virtue of 
paragraph 20(1)(”). 


i 

Applica- (2) Subsection (1) does not apply to allow a 
: deduction in computing the income of a tax- 
payer for a taxation year if the taxpayer, at 
: any time in the year or in the immediately 
| following year, 

: (a) ceases to be a resident of Canada; 

: 


(b) becomes exempt from tax under any 
provision of this Part; or 

(c) if a non-resident, ceases to carry on 
business in Canada. 


hy 

; Allowance 65. (1) There may be deducted in com- 
i er are puting a taxpayer’s income for a taxation year 
_ mine or such amount as an allowance in respect of an 
i ante oil or gas well, mineral resource or timber 
: limit, if any, as is allowed to the taxpayer by 
| regulation. 

 Regula- (2) For greater certainty it is hereby de- 


clared that, in the case of a regulation made 
under subsection (1) allowing to a taxpayer an 
amount in respect of an oil or gas well or a 
mineral resource, 


(a) there may be allowed to the taxpayer by 
such regulation an amount in respect of any 
or all oil or gas wells or mineral resources 
in which the taxpayer has any interest, and 


(b) notwithstanding any other provision 
contained in this Act, the Governor in 
Council may prescribe the formula by which 
the amount that may be allowed to the 
taxpayer by such regulation shall be deter- 
mined. 


Subsection 64(1) 


(2). New 


65. (1). Paragraph 11(1)(d) 


(2). Subsection 11(2a) 
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Section 65 | | Ue aah 
Lessee’s (3) Where a deduction is allowed under (3). Subsection 11(3) | | 
anges OF subsection (1) in respect of a coal mine 
allowance 
operated by a lessee, the lessor and lessee may 
agree as to what portion of the allowance each 
may deduct and, in the event that they cannot 
agree, the Minister may fix the portions. 
Explora- 66. (1) Aprincipal-businesscorporationmay 66. (1). Subsections 83A(3b) and (4a), 
eet: deduct, in computing its income for a taxation modified 
mentex- year, the lesser of 
ea. (a) the aggregate of such of its Canadian 
business exploration and development expenses as 
na were incurred by it before the end of the 
taxation year, to the extent that they were 
not deductible in computing income for a 
previous taxation year, and 
(b) of that aggregate, an amount equal to its 
income for the taxation year if no deduction 
were allowed under this section or section 
65, minus the deductions allowed for the 
year by subsections (2), (6) and (7) and by 
sections 112 and 113. 
Expenses (2) A corporation (other than a principal- (2). Subsection 83A(3a) 
ae business corporation the principal business of 
corpora- which is described in subparagraph (15)h)(i) or 
o (ii)), whose principal business is production 
or marketing of sodium chloride or potash 
or whose business includes manufacturing prod- 
ucts the manufacturing of which involves pro- 
cessing sodium chloride or potash, may deduct, 
in Computing its income for a taxation year, the | 
drilling and exploration expenses incurred by it 
in the year on or in respect of exploring or 
drilling for halite or sylvite. 
Expenses (3) A taxpayer who is an individual orwho (3). Subsections 83A(4a), (4b) and (4c), 
ee is a corporation other than a principal-business modified 


corporation may deduct, in computing his 
income for a taxation year, the lesser of 


(a) the aggregate of such of his Canadian 
exploration and development expenses as 
were incurred by him before the end of the 
taxation year to the extent they were not 
deductible in computing his income for a 
previous taxation year, and 


(b) of that aggregate, the amount, if any, 
by which the greater of 
(i)such amount as the taxpayer may 
claim, not exceeding 20% of the aggre- 
gate determined under paragraph (a), and 

. (ii) the aggregate of 

(A) his income for the taxation year 
from operating an oil or gas well «in 
Canada or from operating a mine in 
Canada, if the taxpayer had an interest 
in the oil or gas well, or mine, as the 
case may be, at any time in the 
taxation year, 

: (B) his income for the taxation year 
from royalties in respect of an oil or 
gas well in Canada or a mine in 

| Canada, and 

| (C) the aggregate of amounts each 

of which is an amount, in respect of a 
Canadian resource property or a prop- 
erty referred to in paragraph 59(1)(c) 
or 59(3)(a) that has been disposed of 
by him, equal to the amount, if any, 
by which 

1.the amount included in com- 
puting his income for the year by 
virtue of section 59 in respect of 
the disposition of the property, 
exceeds 

2.the amount deductible under 
section 64 in respect of the prop- 
erty in computing his income for 
the year, 

if no deductions were allowed under 

section 65, 

: exceeds 

(iii) the amount ot any deduction allowed 

by the Income Tax Application Rules, 

1971 in respect of this subparagraph in 

computing his income for the year. 


(4) A taxpayer may deduct, in computing 
his income for a taxation year, the lesser of 

(a) the aggregate of such of his foreign 

exploration and development expenses as 

were incurred by him before the end of the 


157, 


Subsection 66(3) 


(4). New 


Dealers 


a 


previous taxation year, and 


(b) of that aggregate, the greater of, 
(i) such amount as the taxpayer may 
claim not exceeding 10% of the aggregate 
determined under paragraph (a), and 
(ii) the aggregate of 
(A) his income for the taxation year 
from operating an oil or gas well 
outside Canada or from operating a 
mine outside Canada, if the taxpayer 
had an interest in the oil or gas well, or 
mine, as the case may be, at any time 
in the taxation year, 
(B) his income for the taxation year 
from royalties in respect of an oil or 
gas well outside Canada or a mine 
outside Canada, and 
(C) the aggregate of amounts each of 
which is an amount, in respect of a 
foreign resource property or a prop- 
erty referred to in paragraph 59(3)(b) 
that has been disposed of by him, 
equal to the amount, if any, by which 
1.the amount included in com- 
puting his income for the year by 
virtue of section 59 in respect of 
the disposition of the property, 


exceeds 


2. the amount deductible under sec- 
tion 64 in respect of the property 
in computing his income for the 
year, 
minus the deductions allowed for the year 
by subsections (8) and (9) and subsection 
87(7). 


(S) Sections 59 and 64 and subsections (3) 
and (4) do not apply in computing the income 
for a taxation year under this Part of a taxpayer 
(other than a principal-business corporation) 
whose business includes trading or dealing in 
rights, licences or privileges to explore for, drill 
for or take minerals, petroleum, natural gas or 
other related hydrocarbons. 


taxation year to the extent they ‘were not. 
deductible in computing his income for a_ 


(5). Subsection 83A(5f), modified 


(6) Where a principal-business corporation 
(in this subsection referred to as the “successor 
xploration corporation”) has, at any time after 1971, 
a awe” acquired from another principal-business corp- 
expenses oration (in this subsection referred to as the 
: “predecessor corporation’’) all or substantially 

all of the property of the predecessor corpora- 
| tion used by it in carrying on in Canada its 
b principal business, there may be deducted by 
the successor corporation, in computing its 
income under this Part for a taxation year, 
the lesser of 


(a) the aggregate of the Canadian explora- 
tion and development expenses incurred by 
the predecessor corporation to the extent 
that such expenses 
(i) were not deductible by the successor 
corporation in computing its income for a 
previous taxation year, and were not 
deductible by the predecessor corpora- 
tion in computing its income for the 
taxation year in which the property so 
acquired was acquired by the successor 
corporation or its income for a previous 
taxation year, and 
(ii) would have been deductible by the 
predecessor corporation in computing its 
income for the taxation year in which the 
property so acquired was acquired by the 
successor corporation, if the predecessor 
corporation’s income for that taxation 
year had been sufficient for the purpose; 
and | 
(b) of that aggregate, an amount equal to 
such part of its income for the year if no 
deduction were allowed under this section, 
section 65 or the Income Tax Applica- 
tion Rules, 1971 in respect of this para- 
graph (minus any deductions allowed for the 
year by subsections (2) and (7), sections 112 
and 113 and the provisions of the Jncome 
Tax Application Rules, 1971] allowing a de- 
duction for the purposes of this paragraph), 
as may reasonably be regarded as attributable 
to the production of petroleum or natural 
gas from wells, or the production of minerals 
from mines, situated on property in Canada 
from which the predecessor corporation had, 
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Section 66 
(6). Subsection 83A(8a), modified 


Second 
successor 
corpora- 
tion’s 
Canadian 
exploration 
and devel- 
opment 
expenses 


immediately before the acquisition by the 
successor corporation of the property so 
acquired, a right to take or remove petro- 
leum or natural gas or a right to take or 
remove minerals; 


and, in respect of any such expenses included in 
the aggregate determined under paragraph (@), 
no deduction may be made under this section 
by the predecessor corporation in computing its 
income for a taxation year subsequent to its 
taxation year in which the property so acquired 
was acquired by the successor corporation. 


(7) Where a principal-business corporation 
(in this subsection referred to as the “second 
successor corporation”) has at any time after 
1971 acquired from a corporation (in this sub- 
section referred to as the “first successor cor- 
poration”) that was a successor corporation 
within the meaning of subsection (6), all or 
substantially all of the property of the first 
successor corporation used by it in carrying on 
in Canada its principal business, there may be 
deducted by the second successor corporation, 
in computing its income under this Part for a 
taxation year, the lesser of 


(a) the aggregate determined by adding the 
expenses referred to in paragraph (6)(@) for 
the purpose of determining the deduction 
allowable to the first successor corporation 
under subsection (6) in computing its in- 
come for a previous taxation year, to the 
extent that such expenses 
(i) were not deductible by the second 
successor corporation or any other cor- 
poration in computing its income for a 
previous taxation year, and were not 
deductible by the first successor corpora- 
tion in computing its income for the 
taxation year in which the property so 
acquired was acquired by the second 
successor corporation, and 


Subsection 66(6) 


(7). Subsection 83A(8d), modified 


Successor 


corpora- 

tion’s 

foreign 
 explora- 
tion and 
develop- 
ment 
expenses 


(ii) would, but for the provisions of para- 
graph (6)(b), have been deductible by the 
first successor corporation in computing 
its income for the taxation year in which 
the property so acquired was acquired by 
the second successor corporation, and 

(b) of that aggregate, an amount equal to 
such part of its income for the year if no 
deduction were allowed under this section 
or section 65 or the Income Tax Appli- 
cation Rules, 1971 in respect of this para- 
graph (minus any deductions allowed for the 
year by subsection (2), sections 112 and 
113 and the provisions of the Income Tax 
Application Rules, 1971 allowing a deduc- 
tion for the purposes of this paragraph) as 
may reasonably be regarded as attributable 
to the production of petroleum or natural 
gas from wells, or the production of minerals 
from mines, situated on property in Canada 
from which the predecessor of the first 
successor corporation within the meaning of 
subsection (6) had, immediately before the 
acquisition by the first successor corporation 
of the property so acquired by the second 
successor corporation, a right to take or 
remove petroleum or natural gas or a right 
to take or remove minerals; 


and, in respect of any such expenses included in 
the aggregate determined under paragraph (2), 
no deduction may be made under this section 
by the first successor corporation in computing 
its income for a taxation year subsequent to its 
taxation year in which the property so acquired 
was acquired by the second successor corpora- 
tion. 


(8) In computing the income of a principal- 
business corporation for a taxation year, there 
may be deducted the amount that would be 
deductible under subsection (6) in computing 
its income for the year if 


eg 
Subsection 66(7) 


(8). New 


Second 
_ successor 
corpora- 
tion’s 
foreign 
explora- 
tion and 


_ develop- 


ment 
expenses 


Joint 
-explora- 
tion cor- 
‘poration 
a 


(a) the references therein to “in Canada” 
were read as references to “outside Canada”, 


(6) the reference in paragraph (a) thereof to 
“Canadian exploration and development 
expenses” were read as a reference to 
‘‘foreign exploration and development 
expenses’, 


(c) the reference in paragraph (b) thereof to 
“subsection (7) were read as a reference to 
“subsection (9)”, and 


(d) paragraph (b) thereof were read without 
reference to the expression ‘“‘or the Income 
Tax Application Rules, 1971 in respect of 
this paragraph” or the expression “and the 
provisions of the Income Tax Application 
Rules, 1971 allowing a deduction for the 
purposes of this paragraph’’. 


(9) In computing the income of a principal- 
business corporation for a taxation year, there 
may be deducted the amount that would be 
determined under subsection (7) in computing 
its income for the year if 


(a) the references therein to “subsection 
(6)”, “paragraph (6)@)’ and “paragraph 
(6)(b)” were read as references to those 
provisions as they are required to be read for 
the purposes of subsection (8), 


(b) the references therein to “in Canada” 
were read as references to “outside Canada”, 
and 


‘(c) paragraph (b) thereof were read without 
reference to the expression “‘or the Income 
Tax Application Rules, 1971 in respect of 
this paragraph” or the expression “and the 
provisions of the Income Tax Application 
Rules, 1971 allowing a deduction for the 
purposes of this paragraph’. 


(10) A joint exploration corporation may in 
a taxation year elect in prescribed form to 
renounce in favour of another corporation that 
is a principal-business corporation an agreed 
portion of the aggregate of such of the joint 
exploration corporation’s Canadian exploration 
and development expenses as were incurred by 


5 


(9). New 


(10). Subsection 83A(3d), modified 


yal 
- Control 
_ change 


i 


tion of 
explora- 
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: ing a period, after 1971 and before the 
end of the taxation year, throughout which the 


other corporation was a shareholder corpora- 


tion, to the extent that the aggregate of such 
expenses exceeds any amount deductible under 
subsection (1) in respect thereof by the joint 
exploration corporation in computing its in- 
come for any taxation year previous to the year 
in which the election was made, and upon the 
election the said agreed portion 


(a) shall be deemed, for the purpose of 
subsection (1), to be Canadian exploration 
and development expenses incurred by the 
other corporation in the taxation year of the 
corporation in which the election was made, 
and 


(6) shall be subtracted from the aggregate 
described in paragraph (1)(a) in determining 
the amount deductible by the joint explora- 
tion corporation under subsection (1) in 
computing its income. 


(11) Where control of a corporation has, 
between a time when the corporation ceased to 
carry on active business and a time when it 
commenced to carry on active business again, 
been acquired by 


(a) a person, or . 
(b) a person and other persons with whom 
that person does not deal at arm’s length, 


who did not control the corporation at the time 
when it so ceased to carry on active business, all 
of the Canadian exploration and development 
expenses and foreign exploration and develop- 
ment expenses incurred by the corporation 
before the time when it commenced to carry on 
active business again shall be deemed to have 
been deductible in computing its incomes for 
taxation years ending before the time when 
such control was so acquired. 


(12) In computing a taxpayer’s Canadian 
exploration and development expenses, 
(a) there shall be deducted any amount paid 
to him 
(i) after 1971 under the Northern Mineral 
Exploration Assistance Regulations made 
under an Appropriation Act that provides 


Subsection 66(10) ) 


(11). New 


(12). Subsection 83A (8ca), modified 
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Limitation 


Amounts 
deemed 
deductible 
under this 
subdivision 


Definitions 


**Agreed 
portion” 


for payments in respect of the Northern 
Mineral Grants Program, or j 
(ii) pursuant to any agreement entered 
into between the taxpayer and Her Maj- 
esty in right of Canada under the Nor- 
thern Mineral Grants Program or the 
Development Program of the Department 
of Indian Affairs and Northern Devel- 
opment, to the extent that the amount 
has been expended by the taxpayer as or 
on account of Canadian exploration and 
development expenses incurred by him; 
and 
(b) there shall be included any amount, 
except an amount in respect of interest, paid 
by him after 1971 under the Regulations 
referred to in subparagraph (a)(i) to Her 
Majesty in right of Canada. 


(13) Where a taxpayer has incurred expen- 
ses the deduction of which from income is 
authorized under more than one provision of 
this section, he is not entitled to make the 
deduction under more than one provision but is 
entitled to select the provision under which to 
make the deduction. 

(14) For the purposes of section 3, any 
amount deductible under the Income Tax 
Application Rules, 1971 in respect of this sub- 
section shall be deemed to be deductible under 
this subdivision. 


(15) In this section, 


(a) “agreed portion” in respect of a cor- 
poration that was a shareholder corporation 
of a joint exploration corporation means 
such amount as may be agreed upon between 
the joint exploration corporation and the 
shareholder corporation not exceeding 


(i) the payments referred to in subpa- 
ragraph (i)(iii) made by the shareholder 
corporation to the joint exploration 
corporation during the period it was a 
Shareholder corporation of the joint 
corporation, 

minus 


(ii) the aggregate of the amounts, if any, 


previously renounced by the joint explo- 
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Subsection 66(12) 


(13). Subsection 83A(9) 


(14). New 


(15). 
(a). Paragraph 83A(3e\(c), modified 


165 


hae | Subsection 66(15) 
\ ration corporation under subsection (8) 
in favour of the shareholder corporation; 
“Canadian (b) “Canadian exploration and development (b). New 
ni rege expenses” incurred by a taxpayer means 
ment expenses” = (j) any drilling or exploration expense, 


including any general geological or 
geophysical expense, incurred by him 
after 1971 on or in respect of exploring 
or drilling for petroleum or natural gas in 
Canada, 

(ii) any prospecting, exploration or 
development expense incurred by him 
after 1971 in searching for minerals in 
Canada, 


(iii) the cost to him of any Canadian 
resource property acquired by him, 


(iv) his share of the Canadian exploration 
and development expenses incurred after 
1971 by any association, partnership or 
syndicate in a fiscal period thereof, if at 
the end of that fiscal period he was a 
member or partner thereof, and 


(v) where the taxpayer is a principal- 
business corporation, the consideration 
paid by it for any share or any interest 
therein or right thereto, to the extent 
that the consideration was a legal obliga- 
tion pursuant to an agreement under 
which it undertook to incur, after 1971, 
the cost of 
- (A) drilling or exploration services, 
including any general geological or 
geophysical services, on or in respect 
of exploring or drilling for petroleum 
or natural gas in Canada, 
(B) prospecting, exploration or de- 
velopment services in searching for 
minerals in Canada, or 
(C) acquiring a Canadian resource 
property, 
but, for greater certainty, does not include 


(vi) any consideration given by the tax- 
payer for any share or any interest 
therein or right thereto, except as provi- 
ded by subparagraph (v), or 


seh re ee eye De cece 
(vii) any cost described in subparagraph — 
(v), if the obligation of any other tax-. EMR a riper gees a Woo | Ms 
: payer to incur those costs was, by virtue . ed Rg Ce eR ys CnUre uae ; 
Lane iA of subparagraph (v), a Canadian explora- : 
ees | tion and development expense of that | 
i | other taxpayer; | 
‘anadian (c) “Canadian resource property” of a (c). New 
ce taxpayer means any property acquired by 
i CSS him after 1971 that is, 
; 


(i) any right, licence or privilege to ex- 

plore for, drill for, or take petroleum, 
hk natural gas or other related hydrocarbons 
. in Canada, 
tie | (ii) any right, licence or privilege to 
Pal prospect, explore, drill, or mine for, 
‘ minerals in a mineral resource in Canada, 
3 (iii) any oil or gas well situated in Canada, 
te (iv) any rental or royalty computed by 
reference to the amount or value of 
production from an oil or gas well, or a 
mineral resource, situated in Canada, 
ae (v) any real property situated in Canada. 
ye the principal value of which depends 
upon its mineral resource content (but 


a not including any depreciable property 
ae situated on the surface of the property 
a or used or to be used in connection 
nae with the extraction or removal of mi- 
a nerals therefrom), or 

iS (vi) any right to or interest in any proper- 
is | ty described in any of subparagraphs (i) 
a to (v); 

“Drilling or (d) “drilling or exploration expense” incur- (d). Subsection 83A (8c) and (8e), modified 
Ce red on or in respect of exploring or drilling 
oes for petroleum or natural gas includes 

Po | (i)any annual payment made for the 


preservation of a Canadian resource 
property, a foreign resource property or 
any property referred to in paragraph 
59(1\c), and 
(ii) any expense incurred on or in respect 
of 
(A) drilling or converting a well for the 
disposal of waste liquids from a petro- 
leum or natural gas well, 


“Foreign 
exploration 
and 
development 
expenses” 


“Foreign 
resource 
property” 


“Joint 
exploration 
corpora- 
tion”’ 


“Principal- 
business 
corpora- 
tion”’ 


- tion into a petroleum or natural gas 
formation, or ; 
(C) drilling or converting a well for the 
injection of water or gas to assist in 
the recovery of petroleum or natural 
gas from another well; 


(e) “foreign exploration and development 
expenses” incurred by a taxpayer means 


(i) any drilling or exploration expense, 
including any general geological or geo- 
physical expense, incurred by him after 
1971 on or in respect of exploring or 
drilling for petroleum or natural gas 
outside Canada, 

(ii) any prospecting, exploration or devel- 
opment expense incurred by him after 
1971 in searching for minerals outside 
Canada, 

(iii) the cost to him of any foreign re- 
source property acquired by him, and 

(iv) his share of the foreign exploration 
and development expenses incurred after 
1971 by any association, partnership or 
syndicate in a fiscal period thereof, if at 
the end of that fiscal period he was a 
member or partner thereof; 


(f) “foreign resource property” of a tax- 
payer means any property that would be a 
Canadian resource property of the taxpayer 
if paragraph (c) were read as if the references 
therein to ‘in Canada’ were read as refer- 
ences to “outside Canada”; 


(g) “joint exploration corporation” means a 
principal-business corporation that has not 
at any time since its incorporation had more 
than 10 shareholders (not including any 
individual holding a share for the sole 
purpose of qualifying as a director); 
(h) “principal-business corporation’ means 
a corporation whose principal business is, 
(i) production, refining or marketing of 
petroleum, petroleum products or natural 
gas, or exploring or drilling for petroleum 
or natural gas, 


(B) drilling for water or gas for injec- | 


(e). New 


(f). New 


(g). Paragraph 83A(3e)(a), modified 


(ii). New 


_ “Share- 
holder 

_ corpora- 
} tion” 


General 
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re expenses 


Amounts 

in part 

_ considera- 

tion for 
disposition 

_of property 


(ii) mining or exploring for minerals, 
(iii) processing mineral ores for the 
purpose of recovering metals therefrom, 
(iv) a combination of 
(A) processing mineral ores for the 
purpose of recovering metals there- 
from, and 
(B) processing metals recovered from 
the ores so processed, 
(v) fabricating metals, or 
(vi) operating a pipeline for the transmis- 
sion of oil or natural gas; and 
(i) “shareholder corporation” of a joint 
exploration corporation means a corporation 
that for the period in respect of which the 
expression is being applied 
(i) was a shareholder of the joint explora- 
tion corporation, 
(ii) was a principal-business corporation, 
and 
(iii) made payments to the joint explora- 
tion corporation in respect of Canadian 
exploration and development expenses 
incurred by the joint exploration corpora- 
tion. 


Subdivision f — Rules Relating 
to Computation of Income 


67. In computing income, no deduction 
shall be made in respect of an outlay or expense 
in respect of which any amount is otherwise 
deductible under this Act, except to the extent 
that the outlay or expense was reasonable in 
the circumstances. 


68. Where an amount can reasonably be 
regarded as being in part the consideration for 
the disposition of any property of a taxpayer 
and as being in part consideration for some- 
thing else, the part of the amount that can 
reasonably be regarded as being the considera- 
tion for such disposition shall be deemed to be 
proceeds of disposition of that property irre- 
spective of the form or legal effect of the 
contract or agreement; and the person to whom 
the property was disposed of shall be deemed 
to have acquired the property at the same part 
of that amount. 
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(i). Paragraph 83A(3e)(d), modified 


67. Subsection 12(2), modified 


68. New 


tions 


Idem 


_ Inadequate 
_ considera- 


69. (1) Except as expressly otherwise 
provided in this Act, 

(a) where a taxpayer has acquired anything 
from a person with whom he was not dealing 
at arm’s length at an amount in excess of the 
fair market value thereof at the time he so 
acquired it, he shall be deemed to have 
acquired it at that fair market value; 


(b) where a taxpayer has disposed of any- 
thing 
(i) to a person with whom he was not 
dealing at arm’s length for no proceeds or 
for proceeds less than the fair market 
value thereof at the time he so disposed 
of it, or 
(ii) to. any person by way of gift inter 
vivos, 
he shall be deemed to have received proceeds 
of disposition therefor equal to that fair 
market value; and 
(c) where a taxpayer has acquired property 
by way of gift, bequest or inheritance, he 
shall be deemed to have acquired the pro- 
erty at its fair market value at the time he 
so acquired it. 


(2) Where a taxpayer carrying on business in 
Canada has paid or agreed to pay, to a 
non-resident person with whom he was not 
dealing at arm’s length as price, rental, royalty 
or other payment for or for the use or reproduc- 
tion of any property, or as consideration for the 
carriage of goods or passengers or for other 
services, an amount greater than the amount (in 
this subsection referred to as “the reasonable 
amount’’) that would have been reasonable in 
the circumstances if the non-resident person 
and the taxpayer had been dealing at arm’s 
length, the reasonable amount shall, for the 
purpose of computing the taxpayer’s income 
from the business, be deemed to have been the 
amount that was paid or is payable therefor. 


(3) Where a non-resident person had paid, 
or agreed to pay, to a taxpayer carrying on bu- 
siness in Canada with whom he was not dealing 
at arm’s length as price, rental, royalty or other 
payment for or for the use or reproduction of 


160" 


69. (1) 


(a). Subsection 17(1), modified 


(b). Subsection 17(2), modified 


(c). New 


(2). Subsection 17(3), modified 


(3). Subsection 17(4), modified 


. 
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carriage of goods or passengers or for other 
services, an amount less than the amount (in 
this subsection referred to as “the reasonable 
amount’) that would have been reasonable in 
the circumstances if the non-resident person 
and the taxpayer had been dealing at arm’s 
length, the reasonable amount shall, for the 
purpose of computing the taxpayer’s income 
from the business, be deemed to have been the 
amount that was paid or is payable therefor. 


(4) Where property of a corporation has 
been appropriated in any manner whatever to, 
or for the benefit of, a shareholder, for no 
consideration or for a consideration below the 
fair market value, if the sale thereof at the fair 
market value would have increased the corpora- 
tion’s income for a taxation year, for the 
purpose of determining the corporation’s in- 
come for the year, it shall be deemed to have 
sold the property during the year and to have 
received therefor the fair market value thereof. 


(5) Where property of a corporation has 
been appropriated in any manner whatever to, 
or for the benefit of, a shareholder, on the 
winding-up of the corporation, if the sale 
thereof at the fair market value immediately 
prior to the winding-up would have increased 
the corporation’s income for a taxation year, 
for the purpose of determining the corpora- 
tion’s income for the year, it shall be deemed to 
have sold the property during the year and to 
have received therefor the fair market value 
thereof. 


70. (1) In computing the income of a 
taxpayer for the taxation year in which he died, 
an amount of interest, rent, royalty, annuity, 
remuneration from an office or employment, or 
other amount payable periodically, that was 
not paid before his death, shall be deemed to 
have accrued in equal daily amounts in the 
period for or in respect of which the amount 
was payable, and the value of the portion 
thereof so deemed to have accrued to the day 
of death shall be included in computing the 
taxpayer’s income for the year in which he 
died. 
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(4). Subsection 17(5) 


(5). Subsection 17(6) 


70. (1). Subsection 64(1) 
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Section 70 
(2). Subsection 64(2), modified 


is (2) Where a taxpayer who has died had at 

the time of his death rights or things (other 
than any capital property or any amount 
included in computing his income by virtue of 
subsection (1)), the amount whereof when 
realized or disposed of would have been in- 
q cluded in computing his income, the value 
thereof at the time of death shall be included in 
computing the taxpayer’s income for the taxa- 
tion year in which he died, except that where 
his legal representative has, within one year 
from the date of death of the taxpayer or 
within 90 days after the mailing of any notice 
of assessment in respect of the tax of the 
taxpayer for the year of death, whichever is the 
later day, so elected, a separate return of the 
value shall’be filed and tax thereon shall be paid 
under this Part for the taxation year in which 
the taxpayer died as if he had been another 
person entitled to the deductions to which he 
was entitled under section 109 for that year. 


7 Rights or (3) Where before the time for making an (3). Subsection 64(3) 
ngs neq election under subsection (2) has expired, a 3 
-tobene- _ right or thing to which that subsection would 


ey cieties otherwise apply has been transferred or dis- 
tributed to beneficiaries or other persons bene- 


ficially interested in the estate or trust, 

(a) subsection (2) is not applicable to that 
right or thing, and 

(b) an amount received by one of the 
beneficiaries or other such persons upon the 
realization or disposition of the right or 
thing shall be included in computing his 
income for the taxation year in which he 
received it. 


- Revocation (4) An election made under subsection (2) (4). Subsection 64(5) 
of election may be revoked by a notice of revocation 


signed by the legal representative of the tax- 
payer and filed with the Minister within the 
time that an election under that subsection may 
be made. 


Depreciable | (5) Where in a taxation year a taxpayer has (5). New 
Bata died, the following rules apply: 
property of (a) the taxpayer shall be deemed to have 
ol , disposed of each property owned by him 
axpayer 
immediately before his death that was a 
capital property of the taxpayer (other than 
depreciable property) and to have received 
proceeds of disposition therefor equal to the 
fair market value of the property at that 
. time ; 
‘i (b) the taxpayer shall be deemed to have 
| disposed of ali depreciable property of a 
prescribed class owned by him immediately 
before his death and to have received pro- 
ceeds of disposition therefor equal to, 
(i) where the fair market value of that 
property at that time exceeds the unde- 
preciated capital cost thereof to the 
taxpayer at that time, the amount of that 
undepreciated capital cost plus 1/2 of 
the amount of the excess, and 
(ii)in any other case, the fair market 
value of that property at that time plus 
1/2 of the amount, if any, by which the 
undepreciated capital cost thereof to the 
taxpayer at that time exceeds that fair 
market value; 


i) 


i 


(c) any person who, by virtue of the death 

of the taxpayer, has acquired any particular 
capital property of the taxpayer (other than 
depreciable property) that is deemed by 
Bx paragraph (2) to have been disposed of by 
him shall be deemed to have acquired it at 
| a cost equal to its fair market value imme- 
: diately before the death of the taxpayer; 


(d) any person who, by virtue of the death 

of the taxpayer, has acquired any particular 
. depreciable property of the taxpayer of a 
prescribed class that is deemed by paragraph 
| (b) to have been disposed of by him shall be 
, deemed to have acquired it at a cost equal to 
; that proportion of the proceeds of disposi- 
; tion of all depreciable property of that class 
| deemed by paragraph (b) to have been re- 
| ceived by the taxpayer that the fair market 


: 
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at 

_ Where 
transfer 
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or trust 


value at that time of the particular property 


is of the fair market value at that time of 
all of that property of that class; and 


(e) where any depreciable property of the. 


taxpayer of a prescribed class that is deemed 
by paragraph (b) to have been disposed of 
by the taxpayer has been acquired by any 
person by virtue of the death of the tax- 
payer and the amount that was the capital 
cost to the taxpayer of that property ex- 
ceeds the amount determined under para- 
graph (d) to be the cost to that person 
thereof, for the purposes of sections 13 and 
20 and any regulations made under para- 


graph 20(1)(a) 


(i) the capital cost to that person of the 
property shall be deemed to be the 
amount that was the capital cost to the 
taxpayer of the property, and 

(ii) the excess shall be deemed to have 
been allowed to that person in respect of 
the property under regulations made 
under paragraph 20(1)(2) in computing 
income for taxation years before the 
acquisition by him of the property. 


(6) Where any property of a taxpayer to 


which paragraphs (5)(a) and (c) or paragraphs 
(5)(b) and @), as the case may be, would 
otherwise apply has, on or after the death of 
the taxpayer and as a consequence thereof, 
been transferred or distributed to 


(a) his spouse, or 

(b) a trust created by the taxpayer’s will 

under which 
(i) his spouse is entitled to receive all of 
the income of the trust (other than 
taxable capital gains) that arises before 
the spouse’s death, and 
(ii)no person except the spouse may, 
before the spouse’s death, receive or 
otherwise obtain the use of any of the 
income or capital of the trust, 
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Subsection 70(5) 


(6). New 


oie following rules apply 3 ER aria 
(c) paragraphs (5)(a) to (d) are ab oon 

cable to the property; and $ 
sine. (d) the taxpayer shall be deemed to have 
Pig ©: disposed of the property immediately before 
his death and to have received proceeds of 

disposition therefor equal to, 

m8, (i) where the property was depreciable 


Bei class, that proportion of the undepre- 
+ ciated capital cost to him of the property 
: immediately before his death that the fair 


ia | is of the fair market value at that time of 
i all of the depreciable property of the 
taxpayer of that class, and 

(ii) in any other case, the adjusted cost 
| base to the taxpayer of the property 
By imme diately before his death, 


iy and the spouse or trust, as the case may be, 
shall be deemed to have acquired the proper- 
: . ty at the same amount. 


is ‘Application 71. In computing the income of a tax- 
ry is Genk. ong payer for the taxation year in which he died, 
_ which tax- paragraph 3(e) shall be read 


eM! 

ayer died 4 ‘< 
a (a) without reference to the words “the 
lesser of’, and 


(b) without reference to subparagraph (ii) 
thereof. 


72. (1) Where in a taxation year a tax- 
payer has died, 
(@) paragraph 20(1)(n) does not apply to 
allow, in computing the income of the 
taxpayer for the year from a business, the 
deduction of any amount as a reserve in 
respect of property sold in the course of the 
business; 
(5) no amount is deductible under sub- 
section 32(1) as a reserve in respect of 
unearned commissions in computing his 
income for the year; and 
(c) subparagraph 40(1)\(a\iii) does not 
apply to permit the claiming of any amount 
thereunder in computing any gain of the 
taxpayer for the year; and 


ae | property of the taxpayer of a prescribed — 


market value at that time of the property 


71. New 


72. (1). New 
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“taxpayer for the year, the deduction of 
any amount as a reserve in respect of the 
disposition of any property. 


(2) Where property of a taxpayer that is a 
right to receive any amount-has, on or after the 
death of the taxpayer and as a consequence 
thereof, been transferred or distributed to his 
spouse, or to a trust described in paragraph 
70(6)(b) (in this subsection referred to as the 
“transferee’’), and the taxpayer’s legal repre- 
sentative and the transferee have executed 
jointly an election in respect of the property in 
prescribed form, 


(a) any amount in respect of the property 
that would, but for paragraph (1)(a), (b) 
or (d), as the case may be, have been de- 
ductible as a reserve in computing the 
taxpayer's income for the taxation year 
in which he died shall, 
(i) notwithstanding subsection (1), be 
deducted in computing the taxpayer’s 
income for the taxation year in which he 
died, 
(ii) be included in computing the trans- 
feree’s income for his first taxation year 
ending after the death of the taxpayer, 
and 
(iii) be deemed to be 
(A) an amount that has been included 
in computing the transferee’s income 
from a business for a previous year in 
respect of property sold in the course 
of the business, 
(B)an amount that has been included 
in computing the transferee’s income 
for a previous year as a commission in 
respect of an insurance contract, other 
than a life insurance contract, or 
(C) an amount that, by virtue of sub- 
section 59(1) or (3), has been in- 
cluded in computing the taxpayer’s 
income for a previous year, 


as the case may be; and 


(2). New 
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; (b) any amount in respect of the property 
x that could, but for paragraph (1)(c), have 
been claimed under subparagraph 
40(1)(a)(iii) in computing the amount of 
any gain of the taxpayer for the year shall, 

(i) notwithstanding paragraph (1)(c), be 
deemed to have been so claimed, and 
(ii) for the purposes of computing the 
transferee’s income for his first taxation 
year ending after the death of the tax- 
payer and any subsequent taxation year, 
be deemed to have been 
(A) proceeds of the - disposition of 
capital property disposed of by him in 
that first taxation year, and 
(B) the amount determined under 
subparagraph 40(1\a@)(i) in respect of 
ff the capital property referred to in 
#1 clause (A). 
vy 


Inter 73. (1) For the purposes of this Part, where 73. (1). New 


vivos . , , 
| transfer of 2¢ any time after 1971 any particular capital 


Property property has been transferred by a taxpayer to 


fo spouse his spouse, or to a trust created by him under 
or trust : 
which 
" (a) his spouse is entitled to receive all of the 


income of the trust (other than taxable 
capital gains) that arises before the spouse’s 
death, and 


(b) no person except the spouse may, 
before the spouse’s death, receive or other- 
wise obtain the use of any of the income or 
capital of the trust, 


and both the taxpayer and his spouse were 
resident in Canada at that time, the particular 
property shall be deemed to have been disposed 
of at that time by the taxpayer for proceeds 
equal to, 
(c) where the particular property is depre- 
ciable property of a prescribed class, that 
proportion of the undepreciated capital cost 
to the taxpayer immediately before that 
time of all property of that class that the fair 
market value immediately before that time 
of the particular property is of the fair 
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‘ market value immediately before that time 


of all of that property of that class, and 


- @) in any other case, the adjusted cost base 
to the taxpayer of the particular property 
immediately before that time, 

and to have been acquired at that time by the 
spouse or trust, as the case inay be, for an 
amount equal to those proceeds. 


(2) Where a spouse or trust, as the case may 
be, is deemed by subsection (1) to have 
acquired any particular depreciable property of 
a prescribed class of a taxpayer for an amount 
determined under paragraph (1)(c), the 
amount, if any, by which 

(a) the capital cost to the taxpayer of the 

particular property 
exceeds 


(b) the amount determined under paragraph 
(1)(c) in respect of the particular property, 


shall be deemed to have been allowed to the — 


spouse or trust, as the case may be, in respect 
of the particular property under regulations 
made under paragraph 20(1)(a) in computing 
income for taxation years before the acquisi- 
tion thereof. 


74. (1) Where a person has, on or after 
August 1, 1917, transferred property either 
directly or indirectly, by means of a trust or by 
any other means whatever to his spouse, or to a 
person who has since become his spouse, the 
income for a taxation year from the property 
or from property substituted therefor shall, 
during the lifetime of the transferor while he is 
resident in Canada and the transferee is his 
spouse, be deemed to be income of the trans- 
feror and not of the transferee. 


(2) Where a person has, after 1971, transfer- 
red property either directly or indirectly, by 
means of a trust or by any other means 
whatever to his spouse, or to a person who has 
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since become his spouse, a capital gain from the 
disposition of the property or from property 


substituted therefor shall, during the lifetime of — 


the transferor while the transferor is resident in 
Canada and the transferee is his spouse, be 


‘deemed to be a capital gain of the transferor 


and not of the transferee. 


(3) Where a person has received remunera- 
tion as an employee of his spouse, the amount 
thereof shall not be deducted in computing the 
spouse’s income and shall not be included in 
computing the employee’s income. 

(4) Where, in a taxation year, a person has 
received remuneration as the employee of a 
partnership in which his spouse was a partner, 
the proportion of the remuneration that the 


' spouse’s interest in the partnership business was 


Where 
husband 
and wife 
partners in 
business 


Transfers to 
minors 


| Trusts 


of the interest of all the partners shall be 
deemed to have been received by the spouse as 
part of the income from the business for the 
year and not to have been received by the 
employee. 


(5S) Where a husband and wife were partners 
in a business, the income of one spouse from 
the business for a taxation year may, in the 
discretion of the Minister, be deemed to belong 
to the other spouse. 


75. (1) Where a taxpayer has, since 1930, 
transferred property to a person who was under 
19 years of age, either directly or indirectly, by 
means of a trust or by any other means 
whatever, the income for a taxation year from 
the property or from property substituted 
therefor shall, during the lifetime of the 
transferor while he is resident in Canada, be 
deemed to be income of the transferor and.not 
of the transferee, unless the transferee has, 
before the end of the year, attained the age of 
19 years. 

(2) Where, by a trust created in any manner 
whatever since 1934, property is held on 
condition 


(a) that it or property substituted therefor 
may 


(3). Subsection 21(2) 


(4). Subsection 21(3) 


(5). Subsection 21(4) 


75. (1). Subsection 22(1) 


(2). Subsection 22(2), modified 
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-@ revert to the person from whom the 


property or property for which it was — 


substituted was directly or indirectly 
received, or 

(ii) pass to persons to be determined by 
him at a time subsequent to the creation 
of the trust, or 


(b) that, during the lifetime of the person 
from whom the property or property for 
which it was substituted was directly or 
indirectly received, the property shall not be 
disposed of except with his consent or in 
accordance with his direction, 


any income or loss from the property or from 
property substituted therefor, or any taxable 
capital gain or allowable capital loss from the 
disposition of the property or of property 
substituted therefor, shall, during the lifetime 
of such person while he is resident in Canada, 
be deemed to be income or a loss, as the case 
may be, or a taxable capital gain or allowable 
capital loss, as the case may be, of such person. 


(3) For the purpose of this section and 
section 74, where a person who did own or 
hold property has disposed of it and acquired 
other property in substitution therefor and 
subsequently, by one or more further transac- 
tions, has effected one or more further substitu- 
tions, the property acquired by any such 
transaction shall be deemed to have been 
substituted for the property originally owned 
or held. 


76. (1) Where a person has received a 
security or other right or a certificate of 
indebtedness or other evidence of indebtedness 
wholly or partially as, in lieu of payment of, or 
in satisfaction of, a debt that was then payable, 
the amount of which debt would be included in 
computing his income if it had been paid, the 
value of the security, right or indebtedness or 
the applicable portion thereof shall, notwith- 
standing the form or legal effect of the trans- 
action, be included in computing his income for 
the taxation year in which it was received. 


By owas 


Subsection 732) 


(3). Subsection 22(3) 


76. (1). Subsection 24(1), modified 


Idem 


Idem 


Bond 
conversion 


Unpaid 
amounts 


¢ 
(2) Where a security or other right or a 
certificate of indebtedness or other evidence of © 


indebtedness has been received by a person 
wholly or partially as, in lieu of payment of, 
or in satisfaction of, a debt before the debt was 
payable, but was not itself payable or redeem- 
able before the day on which the debt was 
payable, it shall, for the purpose of subsection 
(1), be deemed to have been received when the 
debt became payable by the person holding it 
at that time. 


(3) This section is enacted for greater 
certainty and shall not be construed as limiting 
the generality of the other provisions of this 
Part by which amounts are required to be 
included in computing income. 


77, Where a bond of a debtor is acquired by 
a taxpayer in exchange for another bond of the 
same debtor and 


(a) the terms on which the bond for 
which it was exchanged was issued conferred 
upon the holder thereof the right to make 
the exchange, and 


(b) the amount payable to the holder of the 
bond on its maturity is the same as the 
amount that would have been payable to the 
holder of the bond for which it was exchan- 
ged on the maturity of that bond, 


the cost of the bond so acquired and the sale 
price of the bond for which it was exchanged 
shall be deemed to be, 


(c) in the event that the bond that was 
exchanged was property described in an 
inventory of a business carried on by the 
taxpayer, the amount at which it had been 
valued at the end of the last complete fiscal 
period of the business preceding the exchan- 
ge, or 

(dq) in any other event, the adjusted cost 
base to the taxpayer of the bond that was 
exchanged, immediately before the ex- 
change. 


78. (1) Where an amount in respect of a 
deductible outlay or expense that was owing by 
a taxpayer to a person with whom the taxpayer 
was not dealing at arm’s length at the time the 
outlay or expense was incurred and at the end 
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(2). Subsection 24(2) 


(3). Subsection 24(3) 


77. Section 244, modified 


78. (1). Subsection 18(1) 


Idem 
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of the second taxation year following the 


taxation year in which the outlay or expense 
was incurred, is unpaid at the end of that 
second taxation year, either 


(a) the amount so unpaid shall be included 
in computing the taxpayer’s income for the 
third taxation year following the taxation 
year in which the outlay or expense was 
incurred, or 


(b) where the taxpayer and that person have 
filed an agreement in prescribed form on or 
before the day on or before which the 
taxpayer is required by section 150 to file 
his return of income for the third succeeding 
taxation year, for the purposes of this Act 
the following rules apply: 
(i) the amount so unpaid shall be deemed 
to have been paid by the taxpayer and 
received by that person on the first day 
of the said third taxation year, and sec- 
tion 153, except subsection (3) thereof, is 
applicable to the extent that it would 
apply if that amount were being paid to 
that person by the taxpayer; and 
(ii) that person shall be deemed to have 
made a loan to the taxpayer on the first 
day of the said third taxation year in an 
amount equal to the amount so unpaid 
minus the amount, if any, deducted or 
withheld therefrom by the taxpayer on 
account of that person’s tax for the said 
third taxation year. 


(2) Where an amount in respect of a deduc- 
tible outlay or expense that was owing by a 
taxpayer that is a corporation to a person with 
whom the taxpayer was not dealing at arm’s 
length is unpaid at the time when the taxpayer 
is wound up, and the taxpayer is wound up 
before the end of the second taxation year 
following the taxation year in which the outlay 
or expense was incurred, the amount so unpaid 
shall be included in computing the taxpayer’s 
income for the taxation year in which it is 
wound up. 


181 
Subsection 78(1) 


(2). Subsection 18(2) 


f 


tible outlay or expense that was owing by a 
taxpayer to a person as salary, wages or other 
remuneration in respect of an office or employ- 
ment is unpaid at the end of the first taxation 
year following the taxation year in which the 
outlay or expense was incurred, either 


(a) the amount so unpaid shall be included 
in computing the taxpayer’s income for the 
second taxation year following the taxation 
year in which the outlay or expense was 
incurred, or 
(b) where the taxpayer and that person have 
filed an agreement in prescribed form on or 
before the day on or before which the 
taxpayer is required by section 150 to file 
his return of income for the first taxation 
year following the taxation year in which 
the outlay or expense was incurred, for the 
purposes of this Act the following rules 
apply: 
(i) the amount so unpaid shall be deemed 
to have been paid by the taxpayer and 
received by that person on the first day 
of the said second taxation year, and 
section 153, except subsection (3) 
thereof, is applicable to the extent that it 
would apply if that amount were being 
paid to that person by the taxpayer; and 
(ii) that person shall be deemed to have 
made a loan to the taxpayer on the first 
day of the said second taxation year in an 
amount equal to the amount so unpaid 
minus the amount, if any, deducted or 
withheld therefrom by the taxpayer on 
account of that person’s tax for the said 
second taxation year. 


Where unpaid (4) Where an amount in respect of a deduc- 


at time 
corporation 
wound up 


it 


"ae 


tible outlay or expense described in subsection 
(3) that was owing by a taxpayer that is a 
corporation is unpaid at the time when the 
taxpayer is wound up, and the taxpayer is 
wound up before the end of the first taxation 
year following the taxation year in which the 


(3) Where an amount in respect of a deduc- : hay 


(4). Subsection 18(4) 
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Re Re eh De La Subsection 78(4) 
outlay or expense was incurred, the amount so 

unpaid shall be included in computing the 

taxpayer’s income for the taxation year in 

which it is wound up. 


Application (5) Subsection (1) does not apply in any (5). Subsection 18(5) 
case where subsection (3) applies and subsec- 
tion (2) does not apply in any case where 
subsection (4) applies. 
Late filing (6) Where, in respect of an amount des- (6). Subsection 18(6) 
cribed in subsection (1) or (3) that was owing 
by a taxpayer to a person, an agreement in a 
form prescribed for the purposes of this section 
is filed after the day on or before which the 
agreement. is required to be filed for the 
purposes Of paragraph (1)(b) or paragraph 
(3b), as the case may be, both paragraphs 
(1)(@) and (1)(b) or paragraphs (3)(a) and 
(3)(b), as the case may be, apply in respect of 
the said amount, except that paragraph (1)(a) 
or paragraph (3)(a), as the case may be, shall be 
read and construed as requiring 25% only of the 
said amount to be included in computing the 
taxpayer’s income. 


Mortgage fore- 79. Where, at any time in a taxation year,a 79. New 


- closures and 
conditional taxpayer who 


sales re- (a) was a mortgagee or other creditor of 
possessions A s 
another person who had previously acquired 
property, or 
(b) had previously sold property to another 
person under a conditional sales agreement, 


has acquired or reacquired the beneficial owner- 
ship of the property in consequence of the 
other person’s failure to pay all or any part of 
an amount (in this section referred to as the 
“taxpayer’s claim”) owing by him to the 
taxpayer, the following rules apply: 
(c) there shall be included, in computing the 
other person’s proceeds of disposition of the 
property, the principal amount of the tax- 
payer’s claim plus all amounts each of which 
is the principal amount of any debt that had 
been owing by the other person, to the 
extent that it has been extinguished by 


Debtor’s 
gain on 
settlement 
of debts 


virtue of the acquisition or reacquisition, as 
the case may be; 
(d) any amount paid by the other person 
after the acquisition or reacquisition, as the 
case may be, as, on account of or in 
satisfaction of the taxpayer’s claim shall be 
deemed to be a loss of that person, for his 
taxation year in which payment of that 
amount was made, from the disposition of 
the property; 
(e) in computing the income of the tax- 
payer for the year, } 
(i) the amount, if any, claimed by him 
under subparagraph 40(1)@)(iii) in 
computing his gain for the immediately 
preceding taxation year from the disposi- 
tion of the property, and 
(ii) the amount, if any, deducted under 
paragraph 20(1)(n) in computing the in- 
come of the taxpayer for the immediately 
preceding year in respect of the property, 
shall be deemed to be nil; 


(f) the taxpayer shall be deemed to have 
acquired or reacquired, as the case may be, 
the property at the amount, if any, by which 
the principal amount of the taxpayer’s claim 
exceeds the amount described in subpara- 
graph (e)(i) or (ii), as the case may be, in 
respect of the property; 

(g) the adjusted cost base to the taxpayer of 
the taxpayer’s claim shall be deemed to be 
nil; and 

(h) in computing the taxpayer’s income for 
the year or a subsequent year, no amount is 
deductible in respect of the taxpayer’s claim 
by virtue of paragraph 20(1)(/) or (p). 


80. Where at any time in a taxation year a 


debt or other obligation of a taxpayer to pay an 
amount is settled or extinguished after 1971 
without any payment by him or by the pay- 
ment of an amount less than the principal 
amount of the debt or obligation, as the case 
may be, the amount by which the principal 
amount thereof exceeds the amount so paid, if 
any, shall be applied 
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-- @ to reduce, in the following order, the © 
taxpayer’s ; 


(i) non-capital losses, 

(ii) net capital losses, and — 

(iii) restricted farm losses, 
for preceding taxation years, to the extent 
of the amount of those losses that would 
otherwise be deductible in computing the 
taxpayer’s taxable income for the year or a 
subsequent year, and : 
(b) to the extent that the excess exceeds the 
portion thereof required to be applied as 
provided in paragraph (a), to reduce in 
prescribed manner the capital cost to the 
taxpayer of any depreciable property and 
the adjusted cost base to him of any capital 
property, 

unless 


(c) the taxpayer is, at that time, a bankrupt 
within the meaning of section 128, 

(d) the debt or obligation was such that, if 
interest had been paid by the taxpayer in 
respect of it, no deduction would have been 
permitted by this Part in respect of that 
interest in computing the taxpayer’s income, 
(e) section 79 is applicable in respect of the 
debt or obligation, or 

(f) the excess is otherwise required to be 
included in computing his income for the 


year. 
Subdivision g — 
Amounts Not Included 
In Computing Income 
Amounts 81. (1) There shall not be included in com- 81. (1). Subsection 10(1), modified 
Sg puting the income of a taxpayer for a taxation 
income year, 
Statutory (a) an amount that is declared to be exempt (a). Paragraph 10(1)(@) 
exemptions — from income tax by any other enactment of 
| the Parliament of Canada; 
War (b) an amount received under a War Savings (b). Paragraph 10(1)(d) 
anes Certificate issued by His Majesty in right of 


_ Certificate Pe ; : 
Canada or under a similar savings certificate 


issued by His Majesty in right of Newfound- 
land before April 1, 1949; 
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Service 
pension or 
~ allowance 


Service 

_ pension 
from 
another 
country 


Halifax 
disaster 
pensions 


Compensa- 
tion by 
Federal 
Republic 

of Germany 


% 


Workmen’s 
com pensa- 
tion 


oR. .M.P, 
_ pension or 
compensa- 
tion 


(c) the income for the year of a non-resi- 


dent person earned in Canada from the 


operation by him of a ship or aircraft in 
international traffic, if the country where 
that person resided grants substantially sim- 
ilar relief for the year to a person resident 
in Canada; 

(d) a pension payment or allowance that is 
received under or is subject to the Pension 
Act, the Civilian War Pensions and Allow- 
ances Act or the War Veterans Allowance 
Act, or compensation received under regula- 
tions made under section 7 of the Aero- 
nautics Act, 

(e€) a pension payment received on account 
of disability or death arising out of war 
service from a country that was an ally of 
His Majesty at the time of the war service, if 
that country grants substantially similar 
relief for the year to a person receiving a 
pension referred to in paragraph (@); 


(f) a pension payment in respect of death or 
injury sustained in the explosion at Halifax 
in 1917 received from the Halifax Relief 
Commission the incorporation of which was 
confirmed by Chapter 24 of the Statutes of 
Canada, 1918; 


(g) a payment made by the Federal Re- 
public of Germany or by a public body 
performing a function of government within 
that country as compensation to a victim of 
National Socialist persecution, where no tax 
is payable in respect of that payment under 
a law of the Federal Republic of Germany 
that imposes an income tax; 

(h) compensation received under an em- 
ployees’ or workmen’s compensation law of 
Canada or a province in respect of an injury, 
disability or death, except any such com- 
pensation received by a person as the em- 
ployer or former employer of the person in 
respect of whose injury, disability or death 
the compensation was paid; 

({) a pension payment or compensation 
received under section 5, 31 or 45 of the 
Royal Canadian Mounted Police Pension 
Continuation Act or section 27 of the Royal 
Canadian Mounted Police Superannuation 
Act, in respect of an injury, disability or 
death; 
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(c). Paragraph 10010) Se oe 
(d). Paragraph 10(1)@) 


(e). Paragraph 10(1)(e) 


(f). Paragraph 10(1)(/) 


(g). Paragraph 10(1)(fa) 


(h). Paragraph 10(1)(g), modified 


(i). Paragraph 10(1)(ga) 
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_ (@) the amount of any social assistance 
payment made on a means or a needs test 
basis, 
(i) by a registered Canadian charitable 
Organization, or 
(ii) under a prescribed program provided 
for by an Act of the Parliament of 
Canada or a law of a province; 


(kK) a payment or part of a payment from an 
employees profit sharing plan that section 
144 provides is not to be included; 


(/) an amount in respect of the receipt of a 
share that section 35 provides is not to be 
included; 


(m) interest received by a corporation re- 
sident in Canada on a bond or debenture 
received by it as consideration for the 
disposition by it before June 18, 1971 ofa 
business that was carried on by it in a 
country other than Canada or of all of the 
shares of a corporation that carried on a 
business in a country other than Canada, if 
(i) the business was of a public utility or 
public service nature, 

_.(ii) the business or shares, as the case 
may be, was or were disposed of to a 
person or persons resident in that country, 
and 
(iii) the bond or debenture, as the case 
may be, was issued by or guaranteed by 
the government of that country or any 
agent thereof; or 

(n) income from the office of Governor 
General of Canada. 


(2) Where an elected member of a provincial 
legislative assembly has, under an Act of the 
provincial legislature, been paid an allowance in 
a taxation year for expenses incident to the 
discharge of his duties as a member, the 
allowance shall not be included in computing 
his income for the year unless it exceeds 1/2 of 
the maximum fixed amount provided by law as 
payable to him by way of salary, indemnity and 
other remuneration as a member in respect of 
attendance at a session of the legislature, in 
which event there shall be included in comput- 
ing his income for the year only the amount by 
which the allowance exceeds 1/2 of that maxi- 
mum fixed amount. 
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(/). Paragraph 10(1)(/) 
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(2). Subsection 10(2) 
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(3) Where 

(2) an elected officer of an incorporated 

municipality, or 

(b) an officer of a school board or school 

district, a municipal utilities board, commis- 

sion or corporation or any other similar 

body, the incumbent of whose office as 

such an officer is elected by popular vote, 
has been paid by the municipal corporation or 
the body of which he was such an officer (in 
this subsection referred to as his “employer’’) 
an amount as an allowance in a taxation year 
for expenses incident to the discharge of his 


duties as such an officer, the allowance shall 


not be included in computing his income for 
the year unless it exceeds 1/2 of the amount 
that was paid to him in the year by his 
employer as salary or other remuneration as 
such an officer, in which event there shall be 
included in computing his income for the year 
only the amount by which the allowance 
exceeds 1/2 of the amount so paid to him 
by way of salary or remuneration. 


Subdivision h — 
- Corporations Resident in 
Canada and their Shareholders 


82. (1) In computing the income of a tax- 
payer for a taxation year, there shall be 
included 

(a) all amounts received by him in the year 

from corporations resident in Canada as, on 

account or in lieu of payment of, or in 
satisfaction of, taxable dividends, 
plus 

(b) where the taxpayer is an individual, 

1/3 of the aggregate of all amounts described 

in paragraph (a) received by him in the year 

from taxable Canadian corporations. 


Section 81 : 
(3). Subsection 10(3), modified 


82. (1). New 
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(2) Where, by virtue of subsection 56(4) or 
section 74 or 75, there is included in computing 
a taxpayer’s income for a taxation year a 
dividend received by some other person, for the 
purpose of this section and section 121 the 
dividend shall be deemed to have been received 
by the taxpayer. 


83. (1) Where at any particular time after 
1971 a dividend becomes payable by a cor- 
poration resident in Canada to shareholders of 
any class of shares of its capital stock, if the 
corporation so elects in respect of the full 
amount of the dividend, in prescribed manner 
and prescribed form and at or before the 
particular time or the first day on which any 
part of the dividend was paid if that day is 
earlier than the particular time, the following 
rules apply: 

(a) the dividend shall be deemed to be 

payable out of the corporation’s tax-paid 

undistributed surplus on hand to the extent 
that the portion of the dividend designated 
in the election to be payable out of such 
surplus does not exceed the corporation’s 

tax-paid undistributed surplus on hand im- 

mediately before the particular time; 

(b) where the corporation’s 1971 undis- 

tributed income on hand at the particular 

time is nil, the dividend shall be deemed to 

be payable out of the corporation’s 1971 

capital surplus on hand to the extent that 

the portion of the dividend designated in the 
election to be payable out of such surplus 

does not exceed the corporation’s 1971] 

capital surplus on hand immediately before 

the particular time; 

(c) no part of the dividend shall be included 

in computing the income of any shareholder 

of the corporation by virtue of this subdivi- 
sion; and 
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83. (1). New 


: ; Capital 
_ dividend 
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(d) in computing the adjusted cost base to 


any shareholder of the corporation of any 


share of the capital stock of the corporation 

owned by him, there shall be deducted in 

respect of the dividend an amount as pro- 

vided by subparagraph 53(2)(a)(i). 

(2) Where at any particular time after 1971 
a dividend becomes payable by a private cor- 
poration to shareholders of any class of shares 
of its capital stock and 


(a) the corporation’s 1971 undistributed 


income on hand, 


(b) the corporation’s tax-paid undistributed 
surplus on hand, and 


(c) the corporation’s 1971 capital surplus 
on hand, 


immediately before the particular time are nil, 
if the corporation so elects in respect of the full 
amount of the dividend, in prescribed manner 
and prescribed form and at or before the 
particular time or the first day on which any 
part of the dividend was paid if that day is 
earlier than the particular time, the following 
rules apply: 
(d) the dividend shall be deemed to be a 
capital dividend to the extent that it does 
not exceed the corporation’s capital divi- 
dend account at the particular time; and 
(e) no part of the dividend shall be included 
in computing the income of any shareholder 
of the corporation. 


84. (1) Where a corporation resident in 
Canada has at any time after 1971 increased 
the paid-up capital in respect of the shares of 
any particular class of its capital stock, other- 
wise than by 


(a) payment of a stock dividend, 


(b) a transaction by which 
(i) the value of its assets less its liabilities 
has been increased, or 
(ii) its liabilities less the value of its assets 
have been decreased, 
by an amount not less than the amount of 
the increase in the paid-up capital in respect 
of the shares of the particular class, or 
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_ (c) a transaction by which the paid-up 
- capital in respect of the shares of all other 
classes of its capital stock has been reduced 
by an amount not less than the amount of 
the increase in the paid-up capital in respect 
of the shares of the particular class, 


the corporation shall be deemed to have paid at 
that time a dividend on the issued shares of the 
particular class equal to the amount, if any, by 
which the amount of the increase in the paid-up 
capital exceeds the aggregate of 
(7) the amount, if any, of the increase 
referred to in subparagraph (6)(i) or the 
decrease referred to in subparagraph (6 )(ii), 
as the case may be,and | 


(e) the amount, if any, of the reduction 

referred to in paragraph (c), 
and a dividend shall be deemed to have been 
received at that time by each person who held 
any of the issued shares of the particular class 
at that time equal to that proportion of the 
dividend so deemed to have been paid by the 
corporation that the number of the shares of 
the particular class held by him at that time is 
of the number of the issued shares of that class 
outstanding at that time. 


(2) Where funds or property of a corpora- 
tion resident in Canada have at any time after 
1971 been distributed or otherwise appro- 
priated in any manner whatever to or for the 
benefit of the shareholders of any class of 
shares in its capital stock, on the winding-up, 
discontinuance or reorganization of its business, 
the corporation shall be deemed to have paid at 
that time a dividend on shares of that class 
equal to the amount, if any, by which, 

(a) the amount or value of the funds or 

property distributed or appropriated, as the 

case may be, 
exceeds the lesser of 

(b) the amount, if any, by which the paid- 

up capital in respect of the shares of that 

class immediately before that time is re- 
duced on the distribution or appropriation, 
as the case may be, and 


Subsection 84(1) 


(2). Subsection 81(1), modified 


Redemp- 
tion, etc. 


(c) the paid-up capital limit of the corpora- 
- tion immediately before that time, 

and a dividend shall be deemed to have been 
received at that time by each person who held 
any of the issued shares at that time equal to 
that proportion of the amount of the excess 
that the number of the shares of that class held 
by him immediately before that time is of the 
number of the issued ‘shares of that class 
outstanding immediately before that time. 


(3) Where at any time after 1971 a corpora- 


tion resident in Canada has redeemed, acquired 
or cancelled in any manner whatever (otherwise 
than by way of a transaction described in 
subsection (2)) any of the shares of any class of 
its capital stock, the corporation shall be 
deemed to have paid at that time a dividend on 
a class of shares comprising the shares so 
redeemed, acquired or cancelled, equal to, 


(a) in the case of any such shares in respect 
of the redemption or acquisition of which 
the corporation is required to pay tax 
under section 182, the amount, if any, by 
which the paid-up capital in respect of those 
shares immediately before that time exceeds 
the paid-up capital limit of the corporation 
immediately before that time, and 


(b) in the case of any other such shares, the 
amount, if any, by which the amount paid 
by the corporation on the redemption, 
acquisition or cancellation, as the case may 
be, of those shares exceeds the lesser of 


(i) the paid-up capital in respect of those 
shares immediately before that time, and 
(ii) the amount, if any, by which the 
paid-up capital limit of the corporation 
immediately before that time exceeds the 
amount that was its paid-up capital in 
respect of the shares referred to in para- 
graph (a) so redeemed, acquired or can- 
celled at that time, 
and a dividend shall be deemed to have been 
received at that time by each person who held 
any of those shares at that time equal to the 
aggregate of 
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(c) that proportion of the excess referred to 
in paragraph (a) that the number of those 
shares held by him immediately before that 
time and described in that paragraph is of 
the total number of those shares described in 
that paragraph, and 

(d) that proportion of the excess referred to 
in paragraph (b) that the number of those 
shares held by him immediately before that 
time and not described in paragraph (@) is of 
the total number of those shares not describ- 
ed in that paragraph. 


(4) Where at any time after 1971 a corpora- 
tion resident in Canada has reduced the paid-up 
capital in respect of any shares of any class of 
its capital stock otherwise than by way of a 
redemption, acquisition or cancellation of those 
shares or a transaction described in subsection 
(2), 

(a) the corporation shall be deemed to have 
paid at that time a dividend on shares of that 
class equal to the amount, if any, by which 
the amount paid by it on the reduction of 
the paid-up capital exceeds the paid-up 
capital limit of the corporation immediately 
before that time, and 

(b) a dividend shall be deemed to have been 

received at that time by each person who 

held any of the issued shares at that time 
equal to that proportion of the amount of 
the excess referred to in paragraph (@) that 
the number of the shares of that class held 
by him immediately before that time is of 
the number of the issued shares of that class 
Outstanding immediately before that time. 


(S) Where 

(a) the amount of the property distributed 

or appropriated by a corporation as describ- 

ed in paragraph (2a), or 

(b) the amount paid by a corporation as 

described in paragraph (3b) or (4)(a), 
includes a share of the capital stock of the 
corporation, for the purposes of subsections (2) 
to (4) the following rules apply: 
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(4). New 


(5). New 


Application 
of ss, (2) 
or (3) 


When 
dividend 
‘payable 


t 


Transfer of 
property 
to cor- . 

‘poration 
by con- 
trolling 

_ shareholder 


t 


the share shall be valued at an amount equal 
to the paid-up capital in respect of the share 
at that time; and 


(d) the value of the share shall be included 
in computing the paid-up capital limit of the 
corporation immediately before that time. 


(6) Subsection (2) or (3), as the case may 
be, is not applicable 

(a) in respect of any transaction or event, if 

subsection (1) is applicable in respect of that 

transaction or event; and 


(b) in respect of any purchase by a corpora- 
tion of any of its shares in the open market, 
if the corporation acquired those shares in 
the manner in which shares would normally 
be purchased by any member of the public 
in the open market. 


(7) A dividend that is deemed by this 
section to have been paid at a particular time 
shall be deemed, for the purposes of this 
subdivision, to have become payable at that 
time. 


85.(1) Where a taxpayer has, after 1971, 
disposed of any property that was a capital 
property or eligible capital property of the 
taxpayer to a Canadian corporation, and imme- 
diately after the disposition owned not less 
than 80% of the issued shares of each class of 
the capital stock of the corporation, if the 
taxpayer and the corporation have jointly so 
elected in prescribed form and within pre- 
scribed time the following rules apply: 

(a) the amount that the taxpayer and the 
corporation have agreed upon in their elec- 
tion in respect of the property shall be 
deemed to be the taxpayer’s proceeds of 
disposition of the property and the cor- 
poration’s cost of the property; 


ert eh yas ag He te us 
, Subsection 84(5) 
(c) in computing that amount at any time, ts” 


(6). New 


(7). New 


85. (1). New 


or igs: 


(6) where the amount that the taxpayer and 
the corporation have agreed upon in their 
election in respect of the property is less 
than the fair market value, at the time of the 
disposition, of the consideration therefor 
(other than any shares of the capital stock of 
the corporation or a right to receive any 
such shares) received by the taxpayer, the 
amount so agreed upon shall, irrespective of 
the amount actually so agreed upon by 
them, be deemed to be an amount equal to 
that fair market value; 


(c) where the amount that the taxpayer and 
the corporation have agreed upon in their 
election in respect of the property is greater 
than the fair market value, at the time of the 
disposition, of the property so disposed of, 
the amount so agreed upon shall, irrespective 
of the amount actually so agreed upon, be 
deemed to be an amount equal to that fair 
market value; 


(dq) where the property was eligible capital 
' property in respect of a business of the 
taxpayer and the amount that, but for this 
paragraph, would be the proceeds of disposi- 
tion thereof is less than the least of 
(i)2 times the taxpayer’s cumulative 
eligible capital in respect of the business 
immediately before the disposition, 
(ii) the cost to the taxpayer of the 
property, and 
(iii) the fair market value of the property 
at the time of the disposition, 


the amount agreed upon by the taxpayer 
and the corporation in their election in 
respect of the property shall, irrespective of 
the amount actually so agreed upon by 
them, and notwithstanding paragraphs (0) 
and (c), be deemed to be the least of the 
amounts described in subparagraphs (i) to 
(iii); 

(e) where the property was depreciable 
property of a prescribed class of the tax- 
payer and the amount that, but for this 
paragraph, would be the proceeds of disposi- 
tion thereof is less than the least of 
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(i) the undepreciated capital cost to the 
taxpayer of all property of that class im- 
mediately before the disposition, 

(ii) the cost to the taxpayer of the prop- 
erty, and 

(iii) the fair market value of the property 
at the time of the disposition, 


the amount agreed upon by the taxpayer 
and the corporation in their election in 
respect of the property shall, irrespective of 
the amount actually so agreed upon by 
them, and notwithstanding paragraphs (b) 
and (c), be deemed to be the least of the 
amounts described in subparagraphs (i) to 
(iii); 
(f) the cost to the taxpayer of any property 
(other than shares of the capital stock of the 
corporation or a right to receive any such 
shares) received by him as consideration for 
the disposition shall be deemed to be the 
amount that was the fair market value of the 
property at the time of the disposition; 
(g) the cost to the taxpayer of any preferred 
shares of any class of the capital stock of the 
corporation receivable by him as considera- 
tion for the disposition shall be deemed to 
be the lesser of the fair market value of 
those shares immediately after the disposi- 
tion and that proportion of the amount, if 
any, by which the proceeds of the disposi- 
tion exceed the fair market value of the 
consideration (other than shares of the 
capital stock of the corporation or a right to 
receive any such shares) received by him for 
the disposition, that 
(i) the fair market value, immediately 
after the disposition, of those preferred 
shares of that class, 
is of 
(ii) the fair market value, immediately 
after the disposition, of all preferred 
shares of the capital stock of the corpora- 
tion receivable by him as consideration 
for the disposition; 
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(2) the cost to the taxpayer of any common 
shares of any class of the capital stock of the 
corporation receivable by him as considera- 
tion for the disposition shall be deemed to 
be that proportion of the amount, if any, by 
which the proceeds of the disposition exceed 
the aggregate of the fair market value, at the 
time of the disposition, of the consideration 
(other than shares of the capital stock of the 
corporation or a right to receive any such 
shares) received by him for the disposition 
and the cost to him of all preferred shares of 
the capital stock of the corporation re- 
ceivable by him as consideration for the 
disposition, that 

(i) the fair market value, immediately 

after the disposition, of those common 

shares of that class, 


is of 
(ii) the fair market value, immediately 
after the disposition, of all common 
shares of the capital stock of the corpora- 
tion receivable by him as consideration 
for the disposition; and 
(() for greater certainty, where the applica- 
tion of this subsection results in a capital 
loss of the taxpayer from the disposition of 
any property, subsection (4) is applicable. 


Transfer of (2) Where, after 1971, (2). New 
Be ein (a) partnership property of a partnership 
from has been disposed of to a Canadian corpora- 
partnership , 
tion, 
(b) immediately after the disposition, not 
less than 80% of the shares of each class of 
the capital stock of the corporation was 
partnership property, and 
(c) the corporation and all the members of 
the partnership have so elected in respect of 
the disposition, in prescribed form and 
within prescribed time, 
paragraphs (1)(@) to (i) are applicable in 
respect of the disposition mutatis mutandis as if 
the partnership were a taxpayer resident in 
Canada who had disposed of the property to 
the corporation. 


y 
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(3) Where, } Anne eh | ata 
(a) in respect of any disposition of partner- — us SEG Baty Telos iat Pk NRC ti Nee 
ABE ship property of a partnership to a corpora- | . Bs, 
Bei tion, subsection (2) applies; — 

(b) the affairs of the partnership were 
a a wound up within 60 days after the disposi- 
tion; and 

a (c) immediately before the winding-up there 
was no partnership property other than 
ae money or property received from the cor- 
| poration as consideration for the disposition, | 


‘pa rtnership 
_ wound up 


the following rules apply: 


ir (d) the cost to any member of the partner- 
hae ship of any property (other than shares of 
ie the capital stock of the corporation or a 
i eae right to receive any such shares) received by 

i him as consideration for the disposition of 

his partnership interest on the winding-up 

shall be deemed to be the fair market value 
of the property at the time of the winding- 
up; 

(e) the cost to any member of the partner- 
f ship of any preferred shares of any class of 
ee the capital stock of the corporation re- 
ceivable by him as consideration for the 
disposition of his partnership interest on the 
Ang winding-up shall be deemed to be 
sa (i) where any common shares of the 
‘ capital stock of the corporation were also 

receivable by him as consideration for the 

3 disposition of the interest, the lesser of 
Ai (A) the fair market value, immediately 
s after the winding-up, of the preferred 
| shares of that class so receivable by 
‘ ye him, and 
a. (B) that proportion of the amount, if 
any, by which the adjusted cost base 
to him of his partnership interest 
immediately before the winding-up ex- 
ceeds the aggregate of the fair market 
value, at the time of the winding-up, 
of the consideration (other than shares 
of the capital stock of the corporation 
or a right to receive any such shares) 
received by him for the disposition of 
the interest, that 


poi 


1. the fair market value, immediate- 
ly after the winding-up, of the 
preferred shares of that class so 
receivable by him, 

is of 
2. the fair market value, immediate- 
ly after the winding-up, of all pre- 
ferred shares of the capital stock of 
the corporation receivable by him 
as consideration for the disposition, 
ANG 45 

(ii)in any other case, the amount de- 

termined under clause (i)(B); 


(f) the cost to any,member of the partner- 
ship of any common shares of any class of 
the capital stock of the corporation re- 
ceivable by him as consideration for the 
disposition of his partnership interest on the 
winding-up shall be deemed to be that 
proportion of the amount, if any, by which 
the adjusted cost base to him of his partner- 
ship interest immediately before the wind- 
ing-up exceeds the aggregate of the fair 
market value, at the time of the winding-up, 
of the consideration (other than shares of 
the capital stock of the corporation or a 
right to receive any such shares) received by 
him for the disposition of the interest and 
the cost to him of all preferred shares of the 
capital stock of the corporation receivable 
by him as consideration for the disposition 
of the interest, that 
(i) the fair market value, immediately 
after the winding-up, of the common 
shares of that class so receivable by him, 
is of 
(ii) the fair market value, immediately 
after the winding-up, of all common 
shares of the capital stock of the corpora- 
tion so receivable by him as consideration 
for the disposition; and 
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(g) the proceeds of disposition of the 
| partnership interest of any member of the 
if partnership shall be deemed to be the cost to 
y him of all shares and property receivable or 
| received by him as consideration for the 
i disposition of the interest plus the amount 

of any money received by him as considera- 

tion for the disposition. 

Where (4) Where a taxpayer has, after 1971, dis- (4). New 
ee posed of any capital property of the taxpayer 

from to a corporation that, immediately after the 

disposition disposition, was controlled, directly or indirectly 

of property 


tocontrol im any manner whatever, by the taxpayer or by 

Say po- a person or group of persons by whom the 
taxpayer was controlled directly or indirectly 
in any manner whatever, and, but for this sub- 
section, the taxpayer would have had a capital 
loss therefrom, the following rules apply: 


(a) his capital loss therefrom otherwise 
determined shall be deemed to be nil; 


(b) where, immediately after the disposition, 
the taxpayer owned any common shares of 
any class of the capital stock of the corpora- 
tion, in computing the adjusted cost base to 
him of all common shares of that class 
owned by him immediately after the disposi- 
tion there shall be added that proportion of 
the amount, if any, by which the adjusted 
cost base to him, immediately before the 
disposition, of the property so disposed of 
exceeds his proceeds of the disposition, that 

(i) the fair market value, immediately 

after the disposition, of all common 

shares of that class so owned by him, 
is of 


Rules 
where 
depreciable 
property 
transferred 
to con- 
trolled 
corporation 


(ii) the fair market value, immediately 
after the disposition, of all common 
shares of the capital stock of the corpora- 
tion owned by him immediately after the 
disposition; and 
(c) where, immediately after the disposi- 
tion, the taxpayer owned no common shares 
of any class of the capital stock of the 
corporation, in computing the adjusted cost 
base to him of all preferred shares of any 
class of the capital stock of the corporation 
owned by him at that time, there shall be 
added that proportion of the amount, if any, 
by which the adjusted cost base to him, 
immediately before the disposition, of the 
property so disposed of exceeds his proceeds 
of the disposition, that 
(i) the fair market value, immediately 
after the disposition, of all preferred 
shares of that class so owned by him, 
is of 
(ii) the fair market value, immediately 
after the disposition, of all preferred 
shares of the capital stock of the corpora- 
tion owned by him immediately after the 
disposition. 


(5S) Where subsection (1) or (2) has been 
applicable in respect of any disposition of any 
depreciable property to a corporation (in this 
subsection referred to as “‘the transferee’) and 
the capital cost to the transferor of the proper- 
ty exceeds the transferor’s proceeds of the 
disposition, for the purposes of sections 13 and 
20 and any regulations made under paragraph 
20(1)(@) 

(a) the capital cost of the property to the 
transferee shall be deemed to be the amount 
that was the capital cost thereof to the 
transferor, and 
(b) the excess shall be deemed to have been 
allowed to the transferee in respect of the 
property under regulations made under para- 
graph 20(1)(@) in computing income for 
taxation years before the acquisition by the 
transferee of the property. 
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_ Disposition 
of shares 
_ by a share- 
holder in 

_ course of 

_ reorganiza- 
- tion of 
capital 


86. (1) Where in the course of a reorganiza- 
tion of the capital of a corporation, a taxpayer © 
has, after 1971, disposed of, and the corpora- — 
tion has acquired, category A shares of any 
class of the capital stock of the corporation, the 
following rules apply: 

(a) the cost to the taxpayer of any property 
(other than shares of the capital stock of 
the corporation or a right to receive any 
such shares) received by him as considera- 
tion for the disposition shall be deemed to 
be its fair market value at the time of the 
disposition; 

(b) the cost to the taxpayer of any category 

B shares of any class of the capital stock of 

the corporation receivable by him as con- 

sideration for the disposition shall be 
deemed to be, 
(i) where category A shares were also 
receivable by him as consideration for the 
disposition, the lesser of 

(A) the fair market value, immediately 

after the disposition, of those category 

B shares of that class, and 

(B) that proportion of the amount, if 

any, by which the adjusted cost base 

to him, immediately before the dis- 
position, of the category A shares so 
disposed of exceeds the fair market 
value of the consideration for the 
disposition (other than shares of the 
capital stock of the corporation or a 
right to receive any such shares) 
received by him from the corporation, 
that 
1. the fair market value, immediate- 
ly after the disposition, of those 
category B shares of that class, 

is of 

2. the fair market value, immediate- 
ly after the disposition, of all 
category B shares of the capital 
stock of the corporation receivable 
by him as consideration for the 
disposition, and 


_ Definitions 


“Category A 


_ share’’ 


| “Category B 
share”’ 


a LP. 


x 
BAR Se, 


iin any other case, the amount de- 


termined under clause (i)(B); 


_ (c) the cost to the taxpayer of any category 


A shares of any class of the capital stock of 
the corporation receivable by him as con- 
sideration for the disposition shall be 
deemed to be that proportion of the 
amount, if any, by which the adjusted cost 
base to him, immediately before the disposi- 
tion, of the category A shares so disposed of 
exceeds the aggregate of the fair market 
value of the consideration (other than shares 
of the capital stock of the corporation 
or a right to receive any such shares) 
received by him from the corporation as 
consideration for the disposition and the 
cost to him of all category B shares of the 
capital stock of the corporation receivable 
by him as consideration for the disposition, 
that 
(i) the fair market value, immediately 
after the disposition, of the category A 
shares of that class receivable by him as 
consideration for the disposition, 
is of 
(ii) the fair market value, immediately 
after the disposition, of all category A 
shares of the capital stock of the corpora- 
tion receivable by him as consideration 
for the disposition; and 
(d) his proceeds of the disposition of the 
shares shall be deemed to be the cost to him 
of all shares and other property receivable or 
received by him as consideration for the 
disposition of the shares plus the amount of 
any money received by him on the disposi- 
tion. 
(2) For the purposes of this section, 
(a) “category A share” means a common 
share where the taxpayer has disposed of a 
common share in the course of a reorganiza- 
tion, and means a preferred share where the 
taxpayer has disposed of a preferred share 


in the course of a reorganization; and 


(b) “category B share” means a preferred 
share where a category A share means a 
common share, and means a common share 
where a category A share means a preferred 
share. 
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(2). New 
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igama- 87. (1) In this section, an amalgamation 87. (1). Subsection 851(1), modified ore eh ane 
ons means a merger of two or more corporations ¢ | | 
--— each_~of which was, immediately before the 
ss merger, a Canadian corporation (each of which 
ef Bk corporations is referred to in this section as a 
ers “predecessor corporation”) to form one corpo- 
‘ rate entity (in this section referred to as the 
4 “new corporation”’) in such manner that 
“4 Bat: (az) all of the property of the predecessor 
De tate x corporations immediately before the merger 
becomes property of the new corporation by 
virtue of the merger, 


(b) all of the liabilities of the predecessor 

corporations immediately before the merger 

become liabilities of the new corporation by 
_virtue of the merger, and 


(c) all of the shareholders (except any pre- 
decessor corporation) of the predecessor 
corporations immediately before the merger 
become shareholders of the new corporation 
by virtue of the merger, 


otherwise than as a result of the acquisition of 
property of one corporation by another corpo- 
ration, pursuant to the purchase of such proper- 
ty by the other corporation or as a result of the 
distribution of such property to the other 
corporation upon the winding-up of the corpor- 
ation. 


(2) Where there has been an amalgamation (2). Subsection 851(2), modified 
of two or more corporations after 1971 the 
following rules apply: 


(a) for the purposes of this Act, the cor- (a). Paragraph 851(2)(a) 
porate entity formed as a result of the | 
amalgamation shall be deemed to be a new 

corporation the first taxation year of which 

shall be deemed to have commenced at the 

time of the amalgamation, and a taxation 

year of a predecessor corporation that would 

otherwise have ended after the amalgama- 

tion shall be deemed to have ended immedia- 

tely before the amalgamation; ) ieee 


Method 
adopted for 
computing 
income 


(i) property that was - described in the 
inventory of a predecessor corporation at 
the end of the taxation year of the 
predecessor corporation that ended im- 
mediately before the amalgamation 
(which taxation year of a predecessor 
corporation is referred to in this section 
_ asits “last taxation year’’), or 


(ii) property that would have been des- 

cribed in the inventory of the predecessor 

corporation at the end of its last taxation 

year if its income for that year had not 

been computed in accordance with the 

method authorized by subsection 28(1), 
the property so included shall be deemed 
to have been acquired by the new corpo- 
ration at.the commencement of its first 
taxation year for an amount determined in 
accordance with section 10 as the value 
thereof for the purpose of computing the 
income of the predecessor corporation for 
its last taxation year, except that where the 
income of the predecessor corporation for 
its last taxation year was computed in ac- 
cordance with the method authorized by 
subsection 28(1), the amount so determined 
shall be deemed to be nil; 


(c) where the method adopted by the new 
corporation for computing its income for a 
taxation year from a business is not the same 
as the method adopted by a predecessor 
corporation for computing its income for its 
last taxation year or a previous taxation 
year, in computing the income of the new 
corporation for that taxation year from the 
business 


a 


(c). Paragraph 851(2\c), modified 


+ Jor on account of a ‘debt ORG to the — 
predecessor corporation that would, if it 


had been received by the predecessor 
corporation in its last taxation year, have 
been included in computing the income 
of the predecessor corporation for that 
year, and 


(ii) there may be deducted any amount 
paid by it in that year in payment of or 
on account of a debt owing by the 
predecessor corporation that would, if it 
had been paid by the predecessor corpo- 
ration in its last taxation year, have been 
deductible in computing the income of 
the predecessor corporation for that year; 


(d) for the purposes of sections 13 and 20 
and any regulations made under paragraph 


20(1)(a), 


(i) where depreciable property of a pres- 


cribed class has been acquired by the new 


corporation from a predecessor corpora- 


tion, the capital cost of the property to 


the new corporation shall be deemed to 
be the amount that was the capital cost 
thereof to the predecessor corporation, 
and | 
(ii)in determining the undepreciated 
capital cost to the new: corporation of 
depreciable property of a prescribed class 
at any time, 


(A) there shall be added to the capital 


cost to the new corporation of depre- 
ciable property of that class acquired 
before that time the undepreciated 
capital cost to each of the predecessor 
corporations of property of that class 
immediately before the amalgamation, 


(B) there shall be subtracted from the 


capital cost to the new corporation 
of depreciable property of that class 
acquired before that time the capital 
cost to the new corporation of pro- 
perty of that class acquired by virtue 
of the amalgamation, 


(d). Paragraph 851(2)(d) 


Capital 
property 


Cumulative 
eligible 
capital 


Reserves 


re) a 


reference in subparagraph 

— 13(5)(a@)ii) to amounts that would 
have been allowed to a taxpayer in 
respect of transferred property, at the 
rate that was allowed to the taxpayer 
in respect of property of a prescribed 
class, shall be construed as including a 
reference to amounts that would have 
been allowed to a predecessor corpora- 
tion in respect of that property at the 
rate that was allowed to the prede- 
cessor corporation in respect of pro- 
perty of that prescribed class, and 


(D) where depreciable property that is 
deemed by subsection 37(6) to be a 
separate prescribed class has been ac- 
quired by the new corporation froma 
predecessor corporation, the property 
shall continue to be deemed to be of 
that same separate prescribed class; 


(e) where any capital property (other than 
depreciable property) has been acquired by 
the new corporation from a predecessor 
corporation, the cost of the property to the 
new corporation shall be deemed to be the 
amount that was the adjusted cost base 
thereof to the predecessor corporation im- 
mediately before the amalgamation; 

(f) for the purposes of computing the cumu- 
lative eligible capital of the new corporation 
at any time in respect of a business, where a 
predecessor corporation carried on a busi- 
ness that is carried on by the new corpora- 
tion the amount of the cumulative eligible 
capital of the predecessor corporation im- 
mediately before the amalgamation in res- 
pect of that business shall be added to the 
amount determined under subparagraph 
14(5\(a\i) in respect thereof; 

(g) for the purpose of computing the in- 
come of the new corporation for a taxation 
year, 
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(e). New 


(f). New 


(g). Paragraph 851(2)(e), modified 
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ation year shall be deemed to have been 
deducted as a reserve in computing the 
income of the new corporation for a 
taxation year immediately preceding its 
first taxation year, and 


(ii)any amount deducted under para- 
graph 20(1)(p) in computing the income 
of a predecessor corporation for its last 
taxation year or a previous taxation year 
shall be deemed to have been deducted 
thereunder in computing the income of 
the new corporation for a taxation year 
immediately preceding its first taxation 
year; 

(h) for the purpose of computing a deduc- 


tion from the income of the new corpora- 


tion for a taxation year under paragraph 
20(1)() or (P) or section 33, where any debt 


owing to a predecessor corporation 


(i) that was included in computing the 
income of the predecessor corporation 
for its last taxation year or a previous 
taxation year, or 


(ii) that arose from a loan made in the 
ordinary course of business by the pre- 
decessor corporation, part of whose ordi- 
nary business was the lending of money, 


has, by virtue of the amalgamation, been 


acquired by the new corporation, the 
amount thereof shall be deemed to be a debt 
owing to the new corporation that was 
included in computing the income of the 
new corporation for a previous taxation year 
or that arose from a loan so made by it, as 
the case may be; 


(h). Paragraph 851(2)(/) 


Certain 
payments 
to 

_ employees 


Scientific 
research 


n for a ‘taxation year under See bh 


| 2 20(1)(n), any amount included in computing 


the income of a predecessor corporation 
from a business for its last taxation year ora 
previous taxation year in respect of property 


sold in the course of the business shall be 


deemed to have been included in computing 
the income of the new corporation from the 
business for a previous year in respect 
thereof; 


(i) for the purpose of computing a deduc- 
tion from the income of the new corpora- 
tion for a taxation year under paragraph 
20(1)(m) or section 32, any amount included 
in computing the income of a predecessor 
corporation from a business for its last 
taxation year or a previous taxation year by 
virtue of paragraph 12(1)(a) shall be deemed 
to have been included in computing the 
income of the new corporation from the 
business for a previous taxation year by 
virtue thereof; 

(kK) for the purpose of subsection 6(3), 
any amount received by a person from the 
new corporation that would, if received by 
him from a predecessor corporation, be 
deemed for the purpose of section 5 to be 
remuneration for that person’s services ren- 
dered as an officer or during a period of 
employment, shall be deemed for the pur- 
poses of section 5 to be remuneration for 
services so rendered by him; 


(1) for the purpose of section 37, any 
expenditure of a capital nature on scientific 
research made by a predecessor corporation 
in its last taxation year or a previous 
taxation year that would have been deduc- 
tible by the predecessor corporation by 
virtue of paragraph 37(1)(b) in computing 
its income for its last taxation year shall, to 
the extent that such expenditure was not 
deducted by the predecessor corporation, be 


deemed to be an expenditure of a capital 


nature on scientific research made in Canada 
by the new corporation in its first taxation 
year; 


(j). Paragraph 851(2)(n), modified 


(kK). Paragraph 851(2)(g) 


(1). Paragraph 851(2)(b) 
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(m) for the’ purpose of computing the 
income of the new corporation for its first 
taxation year and any subsequent taxation 
year, any amount claimed under subpara- 
graph 40(1)(a)(iii) in computing a predeces- 
sor corporation’s gain for its last taxation 
year from the disposition of any property 
shall be deemed 
(i) to have been claimed under this sub- 
paragraph in computing the new corpora- 
tion’s gain for a taxation year imme- 
diately preceding its first taxation year 
from the disposition of that property by 
it before its first taxation year, and 
(ii) to be the amount determined under 
subparagraph 40(1)(a)(i) in respect of 
that property; 
(n) for the purpose of section 42, any 
outlay or expense made or incurred by the 
new corporation in a taxation year, pursuant 
to or by virtue of an obligation described in 
that section incurred by a predecessor cor- 
poration, that would, if the outlay or 
expense had been made or incurred by the 
predecessor corporation in that year, have 
been deemed to be a loss of the predecessor 
corporation for that year from the disposi- 
tion of a capital property shall be deemed to 
be a loss of the new corporation for that 
year from the disposition of a capital 
property; 
(0) for the purpose of subsection 49(2), 
any option granted by a predecessor cor- 
poration that expires after the amalgamation 
shall be deemed to have been granted by the 
new corporation, and any proceeds received 
by the predecessor corporation for the 
granting of the option shall be deemed to 
have been received by the new corporation 
therefor; 


(p) for the purpose of computing a de- 
duction from the income of the new cor- 
poration for a taxation year under section 
64, any amount that has been included in 
computing the income. of a predecessor 
corporation for its last taxation year or a 
previous taxation year by virtue of sub- 
section 59(1) or (3), or by virtue of sub- 
section 83A(5ba) or (5c) of this Act as 
it read in its application to a taxation year 
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(m). New 


(n). New 
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before the 1972 taxation year, shall be 


_ deemed to have been included in computing 


the income of the new corporation for a 
previous year by virtue thereof; — 
(q) for the purpose of computing the tax- 
paid undistributed surplus on hand of the 
new corporation at any time, where a 
predecessor corporation had tax-paid undis- 
tributed surplus on hand immediately before 
the amalgamation the amount thereof 
shall be added to the aggregate of the 
amounts determined under subparagraphs 
89(1)(K)(i) to (iii); 
(r) for the purpose of computing the 1971 
capital surplus on hand of the new corpora- 
tion at any time, there shall be added to the 
aggregate of the amounts determined under 
subparagraphs 89(1)(/)(i) to (iv) the amount, 
if any, by which 
(i) the aggregate of amounts each of 
which is the 1971 capital surplus on 
hand, if any, of a predecessor corporation 
immediately before the amalgamation 


exceeds 


(ii)the aggregate of amounts each of 
which is the paid-up capital deficiency, if 
any, of a predecessor corporation imme- 
diately before the amalgamation; 
(s) for the purpose of computing the paid- 
up capital deficiency of the new corporation 
at any time, there shall be added to the 
aggregate of the amounts determined under 
subparagraphs 89(1)(d)(i) to (iv) the amount, 
if any, by which 
(i) the aggregate of amounts each of 
which is the paid-up capital deficiency, if 
any, of a predecessor corporation im- 
mediately before the amalgamation 
exceeds 
(ii) the aggregate of amounts each of 
which is the 1971 capital surplus on 
hand, if any, of a predecessor corporation 
immediately before the amalgamation, 
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Subsection 87(2) 


(q). New 


(r). New 


(s). New 
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new corporation, in determining any amount — 


under subparagraph 89(1)(/)(ii) or (vii) any 
capital property owned by a predecessor 
corporation on December 31, 1971 that was 
acquired by the new corporation by virtue 
of the amalgamation shall be deemed to have 
been acquired by the new corporation 


before 1972 at an actual cost to it equal to’ 


the actual cost of the property to the 
predecessor corporation; 

(u) where one or more shares of the capital 
stock of a foreign affiliate of a predecessor 
corporation have, by virtue of the amalgama- 
tion, been acquired by the new corporation 
and as a result thereof the affiliate has 
become a foreign affiliate of the new corpo- 
ration, 


(i) for the purposes of subsection 90(2), 
paragraph 92(1)(b) and subsection 93(1), 
any amount required by section 92 to be 
added or deducted, as the case may be, in 
computing the adjusted cost base of any 
such share to the predecessor corporation 
before the amalgamation shall be deemed 
to have been so required to be added or 
deducted, as the case may be, in com- 
puting the adjusted cost base of the share 
to the new corporation, and 


(ii) for the purpose of subsection 93(2), 
any exempt dividend received by the 
predecessor corporation on any such 
share shall be deemed to be an exempt 
dividend received by the new corporation 
on the share; 
(v) for the purposes of paragraphs 110(1)(a) 
and (b), gifts made by a predecessor cor- 
poration in its last taxation year shall, to 
the extent that they were not deductible in 


computing its taxable income for that tax- 


ation year, be deemed to have been made by 
the new corporation in a taxation year 
immediately preceding its first taxation year; 


(u).. New 


(v). Paragraph 851(2)(h) 
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Foreign 


tax 
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farm loss of a A predecessor 6 pt onGan for a 
taxation year is not deductible in computing 
the taxable income of the new corporation: 


(x) for the purposes of subsections 112(3) 
and (4), where a share owned by a predeces- 
sor corporation has, by virtue of the amalga- 
mation, been acquired by the new corpora- 
tion any taxable dividend received on the 
share by the predecessor corporation that 
was deductible from the predecessor corpo- 
ration’s income for a taxation year under 
section 112 shall be deemed to be a taxable 
dividend received by the new corporation 
that was deductible from the new corpor- 
ation’s income for a taxation year under 
section 112; : 

(v) for the purpose of computing the 
cumulative deduction account (within the 
meaning assigned by subsection 125(6)) of 
the new corporation at the end of a taxation 
year immediately preceding its first taxation 
year or at the end of any subsequent tax- 
ation year there shall be added to the 
amount determined under paragraph 
125(6)(b) from which the aggregate of the 
amounts referred to in subparagraphs (iii) to 
(v) thereof is to be subtracted, the aggregate 
of amounts each of which is an amount in 
respect of a predecessor corporation, equal 
to the amount that would have been the 
predecessor corporation’s cumulative deduc- 
tion account immediately before the amalga- 
mation if paragraph 125(6)(b) had been read 
without reference to subparagraph (v) there- 


of; 


(z) for the purpose of computing the 
foreign-tax carryover (within the meaning 
assigned by subsection 126(7)) of the new 
corporation for any taxation year, 
(i) the amount determined under para- 
graph 126(2)(a) in respect of the new 
corporation for a taxation year imme- 
diately preceding its first taxation year in 
respect of a particular country, and 
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(ii) the business-income tax paid by the ah 


new corporation for a taxation year 


immediately preceding its first taxation’ 


year in respect of businesses carried on by 

it in that country, 
shall be deemed to be the aggregate of 
amounts each of which is an amount in 
respect of a predecessor corporation, equal 
to the amount that the predecessor corpora- 
tion’s foreign tax carryover in respect of that 
country would have been for its taxation 


year immediately following its last taxation | 


year if it had had such a following taxation 
year; 
(aa) in the case of a new corporation that is 
a private corporation, for the purpose of 
computing the refundable dividend tax on 
hand (within the meaning assigned by sub- 
section 129(3)) of the new corporation at 
the end of any taxation year, where a 
predecessor corporation had _ refundable 
dividend tax on hand immediately before 
the amalgamation the amount thereof shall 
be added to the aggregate determined under 
subsection 129(3) from which the new 
corporation’s dividend refunds are to be 
subtracted; 
(bb) in the case of a new corporation that is 
a mutual fund corporation, 
(i)for the purpose of computing its 
capital gains dividend account at any 
time, where a predecessor mutual fund 
corporation had a capital gains dividend 
account immediately before the amal- 
gamation the amount thereof shall be 
added to the amount determined under 
subparagraph 131(6)(b)(i), and 
(ii)for the purpose of computing its 
refundable capital gains tax on hand at 
the end of any taxation year, where a 
predecessor mutual fund corporation had 
refundable capital gains tax on hand 
immediately before the amalgamation the 
amount thereof shall be added to the 
amount determined under subparagraph 


131(6)(@)(i); 


(aa). New 


(bb). New 


Abipcttion 87/ ye | 
(cc). New | 


a cer VESEY corpora- 
‘ tion, for the purpose of computing its 
allowable refundable tax on hand (within 
the meaning assigned by subsection 133(9)) 
at any time, where a predecessor corporation 
had allowable refundable tax on hand imme- 
diately before the amalgamation the amount 
thereof shall be added to the aggregate 
_ determined under subparagraph 133(9)(a)(i); 5 Rien 
Tax in (dd) for the purposes of Parts V and/VI, (dd). New | at 
cbc (i) any ineligible investment owned by a o 
investments a predecessor corporation immediately =e | 
before the amalgamation and acquired by °3 
the new corporation by virtue of the 45! 
amalgamation shall be deemed to have ian 
been acquired by the new corporation at vgs : 
a cost equal to the amount that was the tii 
cost thereof to the predecessor corpora- : 
tion, 
(ii) any tax under Part V payable by a 
predecessor corporation for its last taxa- 
tion year or a previous taxation year shall 
be deemed to have been tax under that 
Part payable by the new corporation for a 
: previous taxation year, and 
(iii) any tax under Part V refundable to a 
; predecessor corporation for its last taxa- 
, tion year or a previous taxation year shall 
F be deemed to have been tax under that 
4 
| 
: 


i 


ee 


Part refundable to the new corporation 
for a previous taxation year; 
Preferred (ee) for the purpose of computing the pre- (ee). New 
...: ferred rate amount (within the meaning 
; assigned by subsection 189(4)) of the new 
corporation at any time, where a predecessor 
corporation had a preferred rate amount 
immediately before the amalgamation the 
amount thereof shall be added to the | 
amount determined under subparagraph 
189(4)(c)(@); 
(ff). Paragraph 851(2)(/), modified 


- Application (ff) for the purpose of section 192 except 
of Part II 


eS a 


subsection (11) thereof, where a corporation 
was controlled by a predecessor corporation 
immediately before the amalgamation and 
has, by virtue of the amalgamation, become 
controlled by the new corporation, the new 
corporation shall be deemed to have acqui- 
red control of the corporation so controlled 


edecessor 
rporation 


any particular time, there shall be added to 
the aggregate of the amounts determined 


under subparagraphs 192(13)(a)(i) and (ii) 
or under subparagraphs 192(13)(b)(i) to (iii), 


as the case may be, the aggregate of amounts 

each of which is an amount in respect of a 

predecessor corporation, equal to 
(i)in any case where the predecessor 
corporation was, immediately before the 
amalgamation, controlled by a corpora- 
tion that, immediately after the amalga- 
mation and thereafter without interrup- 
tion until the particular time, controlled 
the new corporation, its designated sur- 
plus immediately before the amalgam- 
ation, and’ 


(ii) in any other case, the amount that its" 


designated surplus would have been 
immediately before the amalgamation if 
control of the predecessor corporation 
had been acquired by another corpor- 
ation immediately before the _amal- 
gamation; and | 


(hh) for the purpose of computing the 1971 
undistributed income on hand of the new 
corporation at any time (except as that 
computation applies for the purpose of 
determining the designated surplus of the 
new corporation at any time), where a 
predecessor corporation had 1971 undis- 
tributed income on hand immediately before 
the amalgamation the amount thereof shall 
be added to the aggregate of the amounts 
determined under paragraphs 196(4\@), 
(b) and (c). 


(3) Where there has been an amalgamation 


of two or more corporations after 1971 and, 
immediately before the amalgamation, one of 
the predecessor corporations (in this subsection 
referred to as the ‘owner corporation”) owned 
any share of the capital stock of another of the 
predecessor corporations, the following rules 


_ apply: 


(a) for the purpose of computing the paid- 
up capital deficiency of the new corporation 


designated surplus of the new | coroeeaied at mt : : 


(hh). Paragraph 851(2)(k), modified 


(3). New 


Hoe s the adjusted cost base of the share to 
the owner corporation immediately before 
ee - the amalgamation shall be added to the 
aggregate of the amounts determined under 
ig subparagraphs 89(1 )(d)(i) to (iv); and 
q (b) for the purpose of computing the post- 
4 1971 undistributed surplus on hand (within 
, the meaning assigned by subsection 
4 192(15)) of the new corporation at any 
4 time, the amount, if any, by which the 


corporation immediately before the amal- 

gamation exceeds the paid-up capital in 

respect of the share immediately before the 
amalgamation shall be added to the aggre- 
gate of the amounts determined under para- 

graphs 192(15)(@) to (d). 

(4) Where there has been an amalgamation 

of two or more corporations after 1971, for 
the purposes of computing the income of each 
shareholder (except any predecessor corpora- 
tion) who owned one or more shares of the 
capital stock of a predecessor corporation 
immediately before the amalgamation, the fol- 
lowing rules apply: 
(a2) where the shareholder owned one or 
more preferred shares of any class of the 
capital stock of the predecessor corporation 
immediately before the amalgamation and 
received no consideration for the disposition 
of those shares on the amalgamation other 
than one or more preferred shares of a class 
of the capital stock of the new corporation 
having substantially the same rights and 
conditions attaching thereto (determined 
without regard to any voting rights attaching 
to any shares) as attached to the shares of 
the predecessor corporation so disposed of 
by him, 

(i) the shareholder shall be deemed to 

have disposed of the preferred shares of 
the class of the capital stock of the 
predecessor corporation so disposed of by 
him on the amalgamation, for proceeds 
equal to the adjusted cost base to him of 
those shares immediately before the 
amalgamation, and 


orporation 


adjusted cost base of the share to the owner 
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soe him equal to the proceeds described in 
a me that subparagraph; and | | 

: (b) where 
Bee ¥s (i) the shareholder owned one or more 


common shares of the capital stock of the 
predecessor corporation immediately 
before the amalgamation, 
(ii)none of, the persons (except any 
Fh predecessor corporation) who owned one 

or more of the common shares of the 
capital stock of the predecessor corpo- 
ration immediately before the amalga- 
mation received any consideration for the 
disposition of those shares on the amalga- 
mation, other than one or more shares of 
the capital stock of the new corporation, 
and 
(iii) the persons (except any predecessor 
corporation) who together owned all of 
the common shares of the capital stock of 

. the predecessor corporation immediately 
before the amalgamation, together 
received as consideration for the dispo- 
sition of those shares on the amalga- 
mation not less than 25% of each parti- 
cular class of the issued common shares 
of the new corporation immediately after 
the amalgamation, 

the shareholder 

(iv) shall be deemed to have disposed of 
the common shares of the capital stock of 
the predecessor corporation so disposed 
of by him on the amalgamation, for 
proceeds equal to the adjusted cost base 
to him of those shares immediately 
before the amalgamation, and 
(v) shall be deemed to have acquired the | ; 
Shares of any particular class of the 
capital stock of the new corporation so 
acquired by him as consideration for the 
disposition of the common shares des- 
cribed in subparagraph (iv), at a cost to = 
him equal to that proportion of the ae Sp 
proceeds described in subparagraph (iv) 
that 


Percentage 
of shares 
received 

by share- 
holders of 
predecessor 
corporation 


Canadian 
exploration 
and devel- 
opment 
expenses 


ees (A) the fair market value, immediately 
after the amalgamation, of all shares of 
that particular class so acquired by 
him, 
is of 
(B) the fair market value, immediately 
after the amalgamation, of all of the 
shares of the capital stock of the new 
corporation so acquired by him as 
consideration for the disposition of 
the common shares described in sub- 
paragraph (iv), 


(S) For the purposes of subparagraph (4) 
(b)(iii), the percentage of any particular class 
of the issued common shares of the new 
corporation immediately after the amalga- 
mation received as described in that subpara- 
graph by the persons (except any predecessor 
corporation) who together owned all of the 
common shares of the capital stock of a 
particular predecessor corporation shall be 
deemed to be 


(a) the percentage thereof otherwise deter- 
mined, 
plus 

(b) that proportion of the percentage des- 

cribed in paragraph (a) that 
(i)the number of the issued common 
shares of the capital stock of the parti- 
cular predecessor corporation owned by 
all other predecessor corporations 
immediately before the amalgamation 

is of 
(ii)the number of the issued common 
shares of the capital stock of the parti- 
cular predecessor corporation owned by 
all persons (except any predecessor cor- 
poration) immediately before the amalga- 
mation. 


(6) Where there has been an amalgamation 
of two or more corporations after 1971 and the 
new corporation is a principal-business corpo- 
ration within the meaning assigned by sub- 
section 66(15), there may be deducted by the 
new corporation in computing its income fora 
taxation year the aggregate of the following 
amounts in respect of expenses incurred by 
predecessor corporations, namely, in respect of 
each individual predecessor corporation, the 
amount that is the lesser of 


Bet 310 


Subsection 87(4) boi, 


(5S). New 


(6). Subsection 851(3), modified 
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(a) the aggregate of the Canadian explo- 
ration and development expenses (within 
the meaning assigned by subsection 66(15)) 
incurred by the predecessor corporation 
to the extent that such expenses 


(i) were not deductible by the new cor- 
poration in computing its income for a 
previous taxation year, and were not 
deductible by the predecessor corpo- 
ration in computing its income for its last 
taxation year or for a previous taxation 
year, and 
(ii) would, but for paragraph 66(1)(d), 
have been deductible by the predecessor 
corporation in computing its income for 
its last taxation year, and 
(b) of the aggregate determined under 
paragraph (a), an amount equal to such part 
of the income of the new corporation for 
the year if no deduction were allowed under 
this section, section 65 or section 66 (minus 
any deductions allowed for the year by sec- 
tions 112 and 113) as may reasonably be 
regarded as attributable to the production of 
petroleum or natural gas from wells, or the 
production of minerals from mines, situated 
on property in Canada from which the pred- 
ecessor corporation had, immediately before 
the amalgamation, a right to take or remove 
petroleum or natural gas or a right to take or 
remove minerals; 
and no amount in respect of expenses of the 
predecessor corporation included in the aggre- 
gate determined under paragraph (@) shall, 
where subsection 192(15) is being applied 
to determine for the purposes of paragraph 
(2)(gg) of this section the designated surplus of 
the predecessor corporation immediately before 
the amalgamation, be included in the amount 
or amounts deductible under any paragraph of 
subsection 192(15). 


(7) Where there has been an amalgamation 
of two or more corporations after 1971, there 
may be deducted by the new corporation in 
computing its income for a taxation year the 
amount that would be deductible under subsec- 
tion (6) in computing its income for the year if 

(a) the reference therein to “Canadian ex- 

ploration and development expenses’ were 
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read as a reference to “foreign exploration 
and development expenses”’, 

(b) the reference in subparagraph (@)(ii) 
thereof to “paragraph 66(1)(b)’” were read 
as a reference to “paragraph 66(4)(b)”, and 


(c) the reference in paragraph (b) thereof to 
“in Canada” were read as a reference to 
“outside Canada’. 


Winding-up | 88. Where a Canadian corporation (in this 88. New 
of wholly; section referred to as the “subsidiary”) has 
Canadian been wound up after 1971 and all of the issued 
corporation shares of the capital stock thereof were, imme- 
diately before the winding-up, owned by ano- 
ther Canadian corporation (in this section 
referred to as the “parent”), notwithstanding 
any other provisions of this Act the following 
rules apply: 
(a) each property of the subsidiary that was 
distributed to the parent on the winding-up 
shall be deemed to have been disposed of by 
the subsidiary for proceeds equal to the cost 
amount to it of the property immediately 
before the winding-up; 


(b) the shares of the capital stock of the 
subsidiary shall be deemed to have been 
disposed of by the parent on the winding-up 
for proceeds equal to the greater of 
(i) the lesser of the paid-up capital limit 
of the subsidiary immediately before the 
winding-up and the amount determined 
under subparagraph (d)(i), and 
(ii) the aggregate of amounts each of 
which is an amount in respect of any 
share of the capital stock of the subsi- 
diary so disposed of by the parent on the 
winding-up, equal to the adjusted cost 
base to the parent of the share imme- 
diately before the winding-up; 
(c) the cost to the parent of each property 
of the subsidiary distributed to the parent 
on the winding-up shall be deemed to be an 
amount equal to the cost amount to the 
subsidiary of the property immediately 
before the winding-up, plus, where the 
property was a capital property (other than 
depreciable property) of the subsidiary, the 
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(d) the amount determined under this para- 
graph in respect of each property that was a 
capital property (other than depreciable 
property) of the subsidiary is such portion 
of the amount, if any, by which the aggre- 
gate determined under subparagraph (b)(ii) 
exceeds é 

(i) the amount, if any, by which 
(A) the aggregate of amounts each of 
which is an amount in respect of any 
property owned by the subsidiary 
immediately before the winding-up, 
equal to the cost amount to the 
subsidiary of the property imme- 
diately before the winding-up, plus the 
amount of any money of the subsi- 
diary on hand immediately before the 
winding-up, 

exceeds 


(B) the aggregate of amounts each of 
which is the amount of any debt 
owing by the subsidiary, or of any 
other obligation of the subsidiary to 
pay any amount, that was outstanding 
immediately before the winding-up, 


as is designated by the parent in respect of 
that capital property in its return of income 
under this Part for its taxation year in which = 
the subsidiary was so wound up, except that | 

(ii) in no case shall the amount so desig- 

nated in respect of any such capital 

property exceed the amount, if any, by 

which the fair market value of the proper- 

ty immediately before the winding-up 

exceeds the cost amount to the subsidiary 

of the property immediately before the 

winding-up, and 

(iii)in no case shall the aggregate of 

amounts so designated in respect of all 

such capital properties exceed the 

amount, if any, by which the aggregate 

determined under subparagraph (b)(ii) 

exceeds the amount determined under 

subparagraph (i); 


Definitions 


“Canadian 
corpora- 
tion”’ 


“Capital 
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ane sae 5. 


| (e) the ‘subsidiary shall be deemed to have 


paid and the parent shall be deemed to have 
received, immediately before the winding- 
up, a dividend on the shares of the capital 
stock of the subsidiary equal to the amount, 
if any, by which the amount determined 
under subparagraph (d)(i) exceeds the paid- 
up capital limit of the subsidiary imme- 
diately before the winding-up; and 
(f) where property that was depreciable 
property of a prescribed class of the subsi- 
diary has been distributed to the parent on 
the winding-up and the capital cost to the 
subsidiary of the property exceeds the 
amount deemed by paragraph (a) to be the 
subsidiary’s proceeds of disposition thereof, 
for the purposes of sections 13 and 20 and 
any regulations made under paragraph 
20(1)(@), 
(i) notwithstanding paragraph (c) the 
capital cost to the parent of the property 
shall be deemed to be the amount that 
was the capital cost thereof to the subsi- 
diary, and 
(ii) the excess shall be deemed to have 
been allowed to the parent in respect of 
the property under regulations made 
under paragraph 20(1)(@) in computing 
income for taxation years before the 
acquisition by the parent of the property. 


89. (1) In this subdivision, 
(a) “Canadian corporation” at any time 
means a corporation that was resident in 
Canada at that time and was 
(i) incorporated in Canada, or 
(ii) resident in Canada throughout the 
period commencing June 18, 1971 and 
ending at that time; 


(b) “capital dividend account” of a cor- 

poration at any particular time means the 

amount, if any, by which the aggregate of 
(i) 1/2 of the amount, if any, by which 
the aggregate of the capital gains of the 
corporation, for taxation years commenc- 
ing after it last became a private corpora- 
tion and ending after 1971 and before the 
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*Paid-up 
capital” 


“Paid-up 
capital 
deficiency”’ 


particular time, exceeds the aggregate of 
its capital losses for those years, and 
(ii) all amounts each of which is an 
amount in respect of a dividend received 
by the corporation on a share of the 
capital stock of another corporation after 
1971 and before the particular time, 
which amount was, by virtue of subsec- 
tion 88(2), not included in computing the 
income of the corporation, 


exceeds the aggregate of all capital dividends 
that became payable by the corporation 
before the particular time; 
(c) “paid-up capital” in respect of a share of 
any class of the capital stock of a corpora- 
tion at any particular time means an amount 
equal to the paid-up capital of the corpora- 
tion at that time that is represented by the 
Shares of the class to which that share 
belongs, divided by the number of issued 
shares of that class then outstanding; 
(d) “paid-up capital deficiency” of a cor- 
poration at any particular time means the 
amount, if any, by which the aggregate of 
(i) the amounts determined under sub- 
paragraphs (/)(v) and (vi) in respect of the 
corporation, 
(ii) all amounts determined under sub- 
paragraphs (/)(vii) and (viii) in respect of 
the corporation at the particular time, 
(iii) the paid-up capital at the particular 
time in respect of any shares of the 
capital stock of the corporation issued 
after 1971 that were received by a person 
as described in subsection 35(1), and 
(iv) where subsection 85(1) or (2) has 
been applicable in respect of any disposi- 
tion of property to the corporation 
before the particular time, the amount, if 
any, by which 
(A) the amount by which any increase, 
by virtue of the disposition, in the 
paid-up capital of the corporation 
exceeds any increase, by virtue of the 
disposition, in the value of its assets 
(determined as though the value of 
any property so transferred were its 


224 se: 
Subsection 89-1) 


Ze 


Subsection 89/1) 


cost to the corporation for the pur- 
poses of this Part and as though this 
Part were read without reference to 
subsection 85(5)) less its liabilities, 


exceeds 
(B) the amount by which any increase, 
by virtue of the disposition, in the 
paid-up capital of the corporation 
exceeds any increase, by virtue of the 
disposition, in the value of its assets 
less its liabilities, 
exceeds the aggregate of 


(v) the tax equity of the corporation at 
the end of its 1971 taxation year, 

(vi) all amounts determined under sub- 
paragraphs (J)(ii), (iii) and (iv) in res- 
pect of the corporation at the particular 
time, 

(vii) all amounts each of which is an 
amount deemed by subsection 84(2), 
(3) or (4) to be a dividend paid before 
the particular time by the corporation on 
shares of any class, to the extent of the 
amount, if any, by which the paid-up 
capital in respect of the shares of that 
class at the time the dividend was paid 
exceeds the paid-up capital limit of the 
corporation at the time the dividend was 
paid, 

(viii) all amounts each of which is an 
amount in respect of a reduction of the 
paid-up capital of the corporation after 
its 1971 taxation year and before the 
particular time, equal to the amount, if 
any, by which the amount of the re- 
duction exceeds the aggregate of amounts 
paid by it to its shareholders on the 
reduction, 

(ix) all business losses (within the mean- 
ing of this Act as it read in its application 
to the 1971 taxation year) sustained by 
the corporation in taxation years ending 
before 1972, to the extent that such 


“Paid-up 
capital 
limit” 


“Private 
corpora- 
tion” 


*“Public 
corpora- 
tion”’ 


losses have been deducted under para- 
graph 111(1\b) from the corporation’s 
income for any taxation year ending after 
1971 and before the particular time, and 
(x) all amounts each of which is an 
amount in respect of any purchase by the 
corporation before the particular time of 
any shares of its capital stock in respect 
of which tax under section 181 is pay- 
able by it, equal to the amount, if any, 
by which the amount described in para- 
graph 181(1)(a) in respect of the pur- 
chase exceeds the amount described in 
paragraph 181(1)(b) in respect thereof; 


(e) “paid-up capital limit’’ of a corporation 
at any particular time means the amount, if 
any, by which the paid-up capital of the 
corporation at that time in respect of all of 
the shares of its capital stock exceeds the 
corporation’s paid-up capital deficiency at 
that time; 
(f) “private corporation” at any particular 
time means a corporation that, at the par- 
ticular time, was resident in Canada, was not 
a public corporation, and was not control- 
led, directly or indirectly in any manner 
whatever, by one or more public corpora- 
tions; 
(g) “public corporation” at any particular 
time means a corporation that was resident 
in Canada at the particular time, if 
(i) at the particular time, a class or classes 
of shares of the capital stock of the 
corporation were listed on a prescribed 
stock exchange in Canada, 
(ii) at any time after June 18, 1971 
and 
(A) before the particular time, it elect- 
ed in prescribed manner to be a public 
corporation, and at the time of the 
election it complied with prescribed 
conditions relating to the number of 
its shareholders, dispersal of ownership 


= 2 

Be ne 2 
areata 
> m 


an 
b ) pel 


Sole eee 
Subsection 89(1) 


Shares and size of the corporation, or 
_ (B) before a day 30 days before the 
particular time, it was, by notice in 
writing to the corporation, designated 

by the Minister to be a public corpora- 

tion, and at the time it was so desig- 


: nated it complied with the conditions 
: referred to in clause (A), 
q unless subsequent to the election or 


; designation, as the case may be, and 
; before the particular time, it ceased to be 
a public corporation by virtue of subpara- 
graph (iii), or 

(iii) at any time after June 18, 1971 
and before the particular time, it was 
a public corporation, unless after the 
time it last became a public corporation 


and 
(A) before the particular time, it elect- 


ed in prescribed manner not to be a 
public corporation, and at the time it 
so elected it complied with prescribed 
conditions relating to the number of 
its shareholders, dispersal of ownership 
of its shares and public trading of its 
shares, or 


(B) before a day 30 days before the 
particular time, it was, by notice in 
writing to the corporation, designated 
. by the Minister not to be a public 
: corporation, and at the time it was so 
3 designated it complied with the condi- 
tions referred to in clause (A), 
in which case it shall be deemed there- 
upon to have ceased to be a public 
corporation; 


“Tax 
equity” 


(h) “tax equity” of a corporation at the end 
of its 1971 taxation year means the amount, 
if any, by which the aggregate of all amounts 
each of which is 
(i)an amount in respect of depreciable 
property of a prescribed class owned by 
the corporation immediately after that 
time, equal to the undepreciated capital 
cost thereof to the corporation at that 
time, 
(ii) an amount in respect of any other 
depreciable property owned by the cor- 
poration at that time, equal to the 
amount by which 


(A) the actual cost of the property to 
the corporation, or the amount at 
which it was deemed to have acquired 
the property under subsection 20(6) 
of this Act as it read in its application 
to the 1971 taxation year, as the case 
may be, 
exceeds 


(B) the aggregate of amounts in res- 
pect of the cost of the property that 
were deductible under paragraph 
11(1)(@) of this Act as it so read in 
computing the income of the corpo- 
ration for taxation years ending before 
1O7 1, 
(iii) an amount in respect of any capital 
property (other than _ depreciable 
property) owned by the corporation at 
that time, equal to its cost to the corpora- 
tion (determined without reference to the 
Income Tax Application Rules, 1971) 
minus any amounts in respect of the cost 
thereof deducted in computing the in- 
come of the corporation under this Part 
for any taxation year ending before 1972, 
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(iv)an amount in respect of property 
owned by the corporation and described 
in its inventory at that time equal to its 
value, at that time, for the purposes of 
computing the income of the corporation 
under Part I of this Act as it read in its 
application to the 1971 taxation year, 
(v) the amount of any debt owing to the 
corporation or of any other right of the 
corporation to receive an amount, that 
was outstanding at that time, minus such 
portion thereof as was not but would 
have been, if the amount had been 
received by the corporation in its 1971 
taxation year, included in computing its 
income for that year, 
(vi) the amount of any money of the 
corporation on hand at that time, or 
(vii) such part, if any, of 
(A) the cost to the corporation of 
any property (other than property 
described in subparagraphs (i) to (v)) 
owned by the corporation at that 
time, or 
(B) any expenditure incurred by the 
corporation (other than an expendi- 
ture to acquire property) before that 
time, 
as was not deductible in computing the 
corporation’s income for the 1971 or any 
previous taxation year for the purposes of 
Part I: of* this Act as it :read” in) its 
application to that year, but would have 
been deductible in computing its income 
for the 1971 taxation year if this Act 
as it read in its application to that year 
had been read without reference to any 
restriction on the quantum of any de- 
duction thereunder, 


exceeds the aggregate of all amounts each of 
which is 


“Taxable 
Canadian 


corporation”’ 


“Taxable 
dividend”’ 


“Tax-paid 
undistributed 
surplus on 
hand” 


(viii) the amount of any debt owing by 
the corporation or of any other obliga- 
tion of the corporation to pay an amount, 
that was outstanding at that time, minus 
such part, if any, thereof as would be, if 
the amount were paid by the corpora- 


tion in its 1972 taxation year, deductible . 


in computing its income for its 1972 
taxation year, or 
(ix) the amount of any reserve deducted 
in computing the corporation’s income 
for its 1971 taxation year under Part | 
of this Act as it read in its application to 
that year; 
(i) “taxable Canadian corporation’’. means a 
corporation that | 
(i) was a Canadian corporation at the time 
any dividend in respect of which the ex- 
pression is relevant was received or 
deemed to have been received, and 
(ii) was not, by virtue of a statutory 
provision, exempt from tax under this 
Part for the taxation year of the corpora- 
tion during which the dividend was re- 
ceived or deemed to have been received; 


(7) “taxable dividend” means a dividend in 
respect of which the corporation paying the 
dividend has not elected in accordance with 
section 83 in respect of the full amount 
thereof; 
(k) “tax-paid undistributed surplus on 
hand” of a corporation at any particular 
time means the amount, if any, by which the 
ageregate of 
(i) the corporation’s tax-paid un- 
distributed income as of the end of 1971, 
computed in accordance with the provi- 
sions of this Act as it read in its applica- 
tion to the 1971 taxation year, 
(ii) all amounts on which, before the 
particular time, tax has been paid by the 
corporation under Part IX, minus all 
amounts of that tax, and 


“1971 
capital 
surplus 
on hand”’ 


(iii) all amounts each of which is an 
amount in respect of a dividend received 
by the corporation ona share of any class 
of the capital stock of another corpora- 
tion after 1971 and before the particular 
time, equal to the amount, if any, by 
which 
(A) that proportion of such part of the 
whole dividend paid by the other 
corporation on all shares of that class 
at the time it paid the dividend so 
received by the corporation as was 
payable out of the other corporation’s 
tax-paid undistributed surplus on hand, 
that the dividend so received by the 
corporation is of the whole dividend 
so paid by the other corporation, 
exceeds 


(B) 85/15 of the amount, if any, that 
the Minister was, before the particular 
time, required by subsection 196(2) to 
“pay to the corporation in respect of 
the dividend so received by it, 
exceeds the aggregate of such of the divi- 
dends that became payable by the corpora- 
tion before the particular time as were 
payable out of thé corporation’s tax-paid 
undistributed surplus on hand; and 


(7) “1971 capital surplus on hand” of a 
corporation at any particular time means the 
amount, if any, by which the aggregate of 
(i) the tax equity of the corporation at 
the end of its 1971 taxation year, 
(ii) all amounts each of which is an 
amount in respect of a capital property of 
the corporation owned by it on De- 
cember 31, 1971 and disposed of by it 
after that date and before the particular 
time, equal to the amount, if any, by 
which the lesser of its fair market value 
on the day fixed by proclamation for the 
purposes of subdivision c and the cor- 
poration’s proceeds of disposition thereof 
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exceeds its actual cost to the corporation 
determined without reference to the 
Income Tax Application Rules, 1971, 
(iii) all amounts each of which is an 
amount in respect of a capital property 
owned by it at the end of its 1971 
taxation year and disposed of by the 
corporation before 1972, equal to the 
amount, if any, by which the corpora- 
tion’s proceeds of disposition thereof 
exceeds its actual cost to the corporation 
determined without reference to the /n- 
come Tax Application Rules, 1971, and 
(iv) all amounts each of which is an 
amount in respect of a dividend received 
by the corporation on a share of the 
capital stock of another corporation after 
1971 and before the particular time, 
which amount was, by virtue of sub- 
section 83(1), not included in computing 
the income of the corporation by virtue 
of this subdivision, minus such portion, if 
any, of that amount as was payable out 
of the other corporation’s tax-paid un- 
distributed surplus on hand, 

exceeds the aggregate of 
(v) the paid-up capital of the corporation 
at the end of its 1971 taxation year in 
respect of all of the shares of its capital 
stock, 
(vi) the amount that the corporation’s 
undistributed income on hand (within 
the meaning assigned by this Act as it 
read in its application to the 1971 tax- 
ation year) would be at the end of its 
1971 taxation year if 


(A) this Act as it so read were read 
without reference to subparagraph 
82(1)(a)(iii) thereof, and 

(B) references in paragraph 82(1)(a) 
(except clause (vii)(A)) thereof to 
“1917” were read as references to 
wg 50": 


(vii) all amounts each of which is an 
amount in respect of a capital property 
(other than depreciable property) of the 
corporation owned by it on December 
31, 1971 and disposed of by it after that 
date and before the particular time, equal 
to the amount, if any, by which its actual 
cost to the corporation determined with- 
out reference to the Income Tax Appli- 
cation Rules, 1971 exceeds the greater of 
the fair market value of the property on 
the day fixed by proclamation for the 
purposes of subdivision c and the corpo- 
ration’s proceeds of disposition thereof, 
(viii) all amounts each of which is an 
amount in respect of a capital property 
(other than depreciable property) owned 
by it at the end of its 1971 taxation 
year and disposed of by it before 1972, 
equal to the amount, if any, by which 
its actual cost to the corporation deter- 
mined without reference to the /ncome 
Tax Application Rules, 1971 exceeds the 
corporation’s proceeds of disposition 
thereof, and 

(ix) all amounts each of which is an 
amount in respect of a dividend that 
became payable by the corporation be- 
fore the particular time, equal to the 
portion, if any, thereof payable out of its 
1971 capital surplus on hand. 
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(2) Notwithstanding paragraph aya), a life 


insurance corporation’s 1971 capital surplus on 
hand at any particular time is the amount, if 
any, by which the aggregate of 


(a) all amounts each of which is an amount 
in respect of any property disposed of by 
the corporation after 1968 and before 1972 
that would, if the property had been dis- 
posed of after 1972, have been a capital 
property of the corporation, equal to the 
amount, if any, by which the proceeds of 
disposition of the property exceed the cost 
to the corporation thereof, and 

(b) the amount determined under sub- 
paragraph (1)(/)(ii) in respect of the corpo- 
ration at the particular time 

exceeds the aggregate of 


(c) all amounts each of which is an amount 
in respect of any property described in 
paragraph (a), equal to the amount, if any, 
by which the cost to the corporation of the 
property exceeds the proceeds of disposition 
thereof, 

(d) the amount determined under subpara- 
graph (1)(/(vii) in respect of the corporation 
at the particular time, and 

(e) all amounts each of which is an amount 
in respect of a dividend that became payable 
by the corporation before the particular 
time, equal to the portion, if any, thereof 
payable out of its 1971 capital surplus on 
hand. 


Subdivision i — 
Shareholders of corporations 
not resident in Canada 


90. (1) In computing the income for a 
taxation year of a taxpayer resident in Canada, 
there shall be included any amounts received by 
the taxpayer in the year as, on account or in 
lieu of payment of, or -in satisfaction of, 
dividends on a share owned by him of the 
capital stock of a corporation not resident in 
Canada. 
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affiliate of the taxpayer, 


(a) the percentage of the foreign accrual 
property income of each foreign affiliate of 
the taxpayer, for each taxation year of the 
affiliate ending in the taxation year of the 
taxpayer, equal to that share’s participating 
percentage in respect of the affiliate, de- 
termined at the end of that taxation year of 
the affiliate, and 

(b) the percentage of any amount received 
by a foreign affiliate of the taxpayer, as, on 
account or in lieu of payment of, or in 
satisfaction of, a dividend from another 
foreign affiliate of the taxpayer during the 
taxation year of the taxpayer (except to the 
extent that that amount is prescribed to be 


| go Section 90 
ote Q): n computing the income for a taxation (2). New 
year of a taxpayer resident in Canada, there 
_ may be deducted, in respect of any dividend 

a seeig received by him in the year on a share owned 
affiliate by him of the capital stock of any foreign 
, affiliate of the taxpayer, the amount, if any, 
> in respect of the dividend required by para- 
graph 92(1)(b) to be deducted in compu- 
ting the adjusted cost base to him of the 
share. 
Deduction (3) In computing the income for a taxation (3). New 
ae year of a corporation resident in Canada, there 

of dividend may be deducted, in respect of any dividend 
ee received by it in the year on a share owned by 
sitionsur- it of the capital stock of any foreign affiliate of 
’ a the corporation, an amount equal to such 
affiliate portion of the dividend as is prescribed to have 
been paid out of the pre-acquisition surplus of 

that affiliate. 

_ Amounts 91. (1) Subject to subsection (2), in com- 91. (1). New 

iocedeqd  PUting the income for a taxation year of a 
inrespect taxpayer resident in Canada, there shall be 

ef a Eig included, in respect of each share owned by the 

affiliate taxpayer of the capital stock of a foreign 
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excluded), equal to that share’s participating 
percentage in respect of the first-mentioned 
affiliate, determined at the time the amount 
was so received. 


(2) Where the aggregate of all amounts that 
would, but for this subsection, be included in 
computing a taxpayer’s income for a taxation 
year by virtue of subsection (1), minus the 
ageregate of all amounts that would, but for 
this subsection, be deductible from the tax- 
payer's income for the year by virtue of 
subsection 113(3), does not exceed $500, the 
amounts that would otherwise be included in 
computing the income of the taxpayer for the 
year by virtue of subsection (1) shall not be so 
included. 

(3) Where an amount in respect of a share 
has been included in computing the income of 
a taxpayer for a taxation year by virtue of this 
section and the Minister is satisfied that, by 
reason of the operation of monetary or exchan- 
ge restrictions imposed by the law of a coun- 
try other than Canada, the inclusion of the 
whole amount with no deduction for a reserve 
in respect thereof would impose undue hard- 
ship on the taxpayer, there may be deducted in 
computing the taxpayer’s income for the year 
such amount as a reserve in respect of the 
amount so included as the Minister deems 
reasonable in the circumstances. 


(4) In computing the income of a taxpayer 
for a taxation year, there shall be included each 
amount in respect of a share that was deducted 
under subsection (3) in computing his income 
for the immediately preceding year. 


92. (1) In computing, at any particular 
time in a taxation year, the adjusted cost base 
to a taxpayer resident in Canada of any share 
owned by him of the capital stock of a foreign 
affiliate of the taxpayer, 
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(a) there shall be added, in respect of any 
amount required by section 91 to be in- 
cluced in computing his income for the year 
or any preceding taxation year in respect of 
that share, the amount, if any, by which 
that amount exceeds the deductions allowed 
in respect of that amount under subsections 
91(3) and 113(3); and 
(b) there shall be deducted, in respect of 
such part of any amount in respect of a 
dividend received by him on the share before 
the particular time as was not deductible 
under subsection 90(3), an amount equal to 
the lesser of that part thereof and the 
amount, if any, by which 
(i) the aggregate of amounts required by 
paragraph (a) to be added in computing 
the adjusted cost base to him of the share 
before the amount in respect of the 
dividend was so received by him, 
exceeds 


(ii) the aggregate of amounts required by 
this paragraph to be deducted in com- 
puting the adjusted cost base to him of 
the share before the amount in respect of 
the dividend was so received by him. 


Deduction 2) In computing, at any time inataxation (2). New 
in com- 
puting year, 
Saeee (a) the adjusted cost base to a corporation 
resident in Canada (in this subsection refer- 
red to as an “owner’’) of any share of the 
capital stock of a foreign affiliate of the 
corporation, or 
(b) the adjusted cost base to a foreign 
affiliate (in this subsection referred to as an 
“owner”) of a person resident in Canada of 
any share of the capital stock of another 
foreign affiliate of that person, 
there shall be deducted, in respect of any 
amount in respect of a dividend received on the 
share in the year before that time by the owner 
of the share, the amount, if any, by which 


Idem 
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disposition 
of share in 
foreign 
affiliate 


(c) such portion of the amount so received 
as was deductible under subsection 90(3) in 
computing the income of the owner for the 
year or as would have been so deductible if 
the owner had been a corporation resident in 
Canada, 


~ exceeds 


(d) such portion of any income or profits 

tax paid by the owner to the government of 

a country other than Canada as may reason- 

ably be regarded as having been paid in 

respect of the portion described in paragraph 
(c). : 

(3) In computing, at any time in a taxation 
year, the adjusted cost base to a corporation 
resident in Canada of any share of the capital 
stock of a foreign affiliate of the corporation, 
there shall be deducted an amount in respect 
of any dividend received on the share by the 
corporation before that time, equal to the 
deduction permitted by subsection 113(2) 
from the income of the corporation for the 
year for the purposes of computing its taxable 
income. 


93. (1) Where at any time a _ taxpayer 
resident in Canada has so elected, in prescribed 
manner and within the prescribed time, in 
respect of, 

(a) where the taxpayer is a corporation, any 

share of the capital stock of a foreign 

affiliate of the taxpayer disposed of by it, 
and 

(b) in any case, any share of the capital 

stock of a foreign affiliate of the taxpayer 

disposed of by another foreign affiliate of 
the taxpayer, 
the following rules apply: 
(c) for the purposes of determining the 
amount, if any, of the disposing corpora- 
tion’s capital gain from the disposition of 
the share, there shall be deducted, in com- 
puting the adjusted cost base to it of the 
share immediately before the disposition, 
the amount, if any, by which 
(i) the aggregate of amounts required by 
paragraph 92(1)(a) to be added in com- 
puting the adjusted cost base to it of the 
share before the disposition, 
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(3). New 


93. (1). New 


exceeds 
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(ii) the aggregate of amounts required by 

paragraph 92(1)(b) to be deducted in 

computing the adjusted cost base to it of 

the share before the disposition; and 
(Z) for the purposes of computing the tax- 
payer’s income for the taxation year in 
which the share was disposed of, the dis- 
posing corporation’s capital gain, if any, 
from the disposition of the share shall, to 
the extent of the least of 

(i) the amount designated by the tax- 

payer in his election, 

(ii) the amount of such gain, and 

(iii) such amount as is prescribed to be 

the underlying accumulated earnings in 

respect of the share, 
be deemed to have been a dividend received 
by the disposing corporation on the share 
and not to have been a capital gain. 


(2) Where 
(2) a corporation resident in Canada has 
disposed of a share of the capital stock of 
any foreign affiliate of the corporation, or 
(b) a foreign affiliate of a corporation 
resident in Canada has disposed of a share of 
the capital stock of another foreign affiliate 
of the corporation, 
the amount of any capital loss of the disposing 
corporation from the disposition of the share 
shall be deemed to be the amount, if any, by 
which the amount of the capital loss therefrom 
otherwise determined exceeds the aggregate of 
all amounts in respect of exempt dividends 
received by the disposing corporation on the 
share at any time before the disposition. 


(3) For the purposes of subsection (2), 

(2) a dividend received by a corporation 
resident in Canada is an exempt dividend to 
the extent of the amount in respect of the 
dividend that is deductible from the income 
of the corporation by virtue of subsection 
113(1); and 

(b) a dividend received by a foreign affiliate 
of a corporation resident in Canada from 
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another foreign affiliate of that corporation 
is an exempt dividend to the extent of the 
amount, if any, by which the portion of the 
dividend that was not prescribed to have . 
been paid out of the pre-acquisition surplus 
of that other affiliate exceeds such portion 
of any income or profits tax paid by the 
first-mentioned affiliate as may reasonably 
be regarded as having been paid in respect of 
that portion of the dividend. 


Application 94. For the purposes of subsection 91(1), 94. New 
of certain section 95 and subsection 113(3), 
provisions 
totrustsnot (a) an inter vivos trust that is not resident 
eave A: in Canada shall be deemed to be a corpora- 
tion, having a capital stock of a single class 
divided into 100 issued shares each of which 
has full voting rights under all circumstances; 
and 
(b) each beneficiary under the trust shall be 
deemed to own, at any time, a number of 
the issued shares described in paragraph (a) 
that is equal to the greater of 
(i) that proportion of 100 that 
(A) the fair market value at that time 
of his capital interest in the trust 
is of 
(B) the fair market value at that time 
of all capital interests in the trust, and 
(ii) that proportion of 100 that 
(A) the fair market value at that time 
of his income interest in the trust 
is of 
(B) the fair market value at that time 
of all income interests in the trust, 
(such fair market values being determined in 
each case as the amount that, having regard 
to all the circumstances including the terms 
and conditions of the trust arrangement, may 
reasonably be considered to be the fair mar- 
ket value of the interest or interests, as the 
case may be). 
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- income” 


of foreign 
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_ “Foreign 
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95, (1) In this subdivision, 


(a) “foreign accrual property income” of a 

foreign affiliate of a taxpayer, for any 

taxation year of the affiliate, means the 

amount, if any, by which the aggregate of 
(i) the affiliate’s incomes for the year 
from property (other than dividends re- 
ceived by it from another foreign affiliate 
of the taxpayer or interest that would, by 
virtue of paragraph 81(1)(m), not be 
included in computing the income of the 
affiliate if it were resident in Canada) and 
from businesses other than active bu- 
sinesses, and 


(ii) the affiliate’s taxable capital gains for 
the year from dispositions of property 
(other than tangible property used ex- 
clusively for the purpose of gaining or 
producing income from an active business 
carried on by it), 

exceeds the aggregate of 
(iii) the affiliate’s losses for the year from 
property and from businesses other than 
active businesses, and 
(iv) the affiliate’s allowable capital losses 
for the year from dispositions of property 
(other than tangible property used ex- 
clusively for the purpose of gaining or 
producing income from an active busi- 
ness carried on by it); 


(b) “foreign affiliate”, at any time, of a 
taxpayer resident of Canada means a cor- 
poration (other than a corporation resident 
in Canada) 
(i) that was, at -that time, controlled, 
directly or indirectly in any manner 
whatever, by 
(A) the taxpayer, or 
(B) the taxpayer and other taxpayers 
with whom the taxpayer was not 
dealing at arm’s length, 
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(ii) in which, at that time, the aggregate 
of the voting percentage of the taxpayer 
and the voting percentages of other tax- 
payers resident in Canada with whom the 
taxpayer was not dealing at arm’s length 
was not less than 25%, 

(iii) in which, at that time, the aggregate 
of the equity percentage of the taxpayer 
and the equity percentages of other tax- 
payers resident in Canada with whom the 
taxpayer was not dealing at arm’s length 
was not less than 50%, or 

(iv) that, at that time, would be a cor- 
poration described in subparagraph (ii) if 
the reference in that subparagraph to 
“25%? were read as a reference to 
“10%”, and in respect of which the 
taxpayer has, in prescribed manner and 
within a prescribed time, elected to have 
the corporation regarded as a foreign 
affiliate of the taxpayer; 


“Partic- (c) “participating percentage” of a partic- 
ipating per- 

eentage’ of ular share owned by a taxpayer of the 
share in capital stock of a corporation in respect of 
foreign 


any particular foreign affiliate of the tax- 
payer means the percentage that the tax- 
payers equity percentage in the affiliate 
would be on the assumption that he owned 
no shares other than the particular share, 
except that 


affiliate 


(i)in no case shall that assumption be 
made for the purpose of determining 
whether or not a corporation is a foreign 
affiliate of the taxpayer, and 
(ii) where 
(A) the aggregate of such of the 
participating percentages of particular 
shares owned by the taxpayer as are 
participating percentages in respect of 
the particular foreign affiliate, 


exceeds 
(B) the taxpayer’s equity percentage in 
the particular foreign affiliate, 
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each uch particular share’s participating 
"percentage in respect of the particular 
foreign affiliate shall be deemed to be 
that proportion of the share’s partic- 
ipating percentage in the affiliate other- 
wise determined under this paragraph 
that the percentage determined under 
clause (B) is of the aggregate determined 
under clause (A); and 


(d) “taxation year’’ in relation to a foreign 
affiliate of a taxpayer means the period for 
which the accounts of the business of the 
foreign affiliate have been ordinarily made 
up, but no such period may exceed 53 
weeks. 


(2) For the purposes of paragraph (1)@), 
each taxable capital gain of a foreign affiliate of 
a taxpayer and each allowable capital loss of a 
foreign affiliate of a taxpayer shall be com- 
puted in accordance with the provisions of 
subdivision c as though the foreign affiliate 
were resident in Canada, except that in com- 
puting any such gain or loss from the disposi- 
tion of property owned by the affiliate at the 
time it last became a foreign affiliate of the 
taxpayer, there shall not be included such 
portion of the gain or loss, as the case may be, 
as may reasonably be considered to have 
accrued before that time. 


(3) For the purposes of paragraph (1)(D), a 
foreign affiliate of a taxpayer shall be deemed 
not to deal with the taxpayer or with any other 
foreign affiliate of the taxpayer at arm’s length. 
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in ss, (4) 


(4) For the purposes of subsection (1), 
(a) the “equity percentage”, in any parti- 
cular corporation, of a taxpayer resident in 
Canada is the aggregate of 
(i) the taxpayer’s direct equity percentage 
in the particular corporation, and 
(ii) all percentages each of which is a 
percentage in respect of any foreign 
affiliate of the taxpayer (other than the 
particular corporation), equal to the pro- 
duct obtained when the taxpayer’s equity 
percentage in that affiliate is multiplied 
by that affiliate’s direct equity percentage 
in the particular corporation; and 
(b) the “voting percentage’’, in any partic- 
ular corporation, of a taxpayer resident in 
Canada is the aggregate of 
(i) the taxpayer’s direct voting percentage 
in the particular corporation, and 
(ii) all percentages each of which is a 
percentage in respect of any foreign 
affiliate of the taxpayer (other than the 
particular corporation), equal to the pro- 
duct obtained when the taxpayer’s voting 
percentage in that affiliate is multiplied 
by that affiliate’s direct voting percentage 
in the particular corporation. 


(5) For the purposes of subsection (4), 

(a) the “direct equity percentage” of any 

person in a corporation is the percentage 

determined by the following rules: 
(i) for each class of the issued shares of 
the capital stock of the corporation, 
determine the proportion of 100 that the 
number of shares of that class owned by 
that person is of the total number of 
issued shares of that class, and 
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than any jetag ETS so determined 


2 ice that person in respect of the corpora- ota ; Rod 
2 tion, gt 
and the proportion selected under sub- . a2 Se oe 

z paragraph (ii), when expressed as a per- > be eas 

; centage, is that person’s direct equity per- an 

a centage in the corporation; and | ae 

4 (b) the “direct voting percentage” of any -<3 = 

E person in a corporation is the number, Sa 

: expressed as a percentage, equal to that - : ae 
proportion of 100 that the number of issued a fas 
shares (having full voting rights under all ee 

ae circumstances) of the capital stock of the Fen 

¥ corporation owned by that person is of the ema . 
total number of issued shares (having full SS ae 
voting rights under all circumstances) of the cae 
capital stock of the corporation. . = “th 
(6) For the purposes of this section, shares (6). New ay ox 

of different classes shall be deemed to be shares ) ts 3 - a 
of the same class if they are identical in respect ae 

of all rights and obligations attaching thereto ae 
except the right to vote at meetings of share- teaeae 
holders. : spe 

. (7) For the purposes of this subdivision, (7). New a ane 

et ee (a) an income bond or income debenture . ae 

S pec by issued by a foreign affiliate of a taxpayer +: 3 ee 

. Boren shall be deemed to be a share of the capital esa 

F stock of the affiliate unless any interest or ie A 

other similar periodic amount paid by the as 2 
affiliate on or in respect of the bond or RES 
debenture was, under the laws of the ee 
country in which the affiliate was resident, pret 
deductible in computing the amount for the aa . 

3 year on which the affiliate was liable to pay ae 

: income or profits tax imposed by the Bes 

} government of that country; _ 

* (b) in determining the direct equity per- i oy BR 
centage of any person in a corporation, ae 
where by virtue of paragraph (@) a class of r x : 
bonds or debentures of the corporation GS aes 
constitutes a class of shares of the capital ; ie 
stock thereof, the proportion determined Pe: 
under subparagraph (5)(a)(i) for that class ; = 
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shall be deemed to be the proportion that ESS Rees eae ag gee eae ee aCe 
would be determined thereunder if the gh ess 
references therein to “the number of” and 
“the total number of” were read as refer- 
ences to “the aggregate of the principal 
amounts of”; and 

(c) where any person has a right under a 
contract, in equity or otherwise, either 
immediately or in the future and either 
absolutely or contingently, to, or to acquire, 
shares of the capital stock of a corporation, 
those shares shall, if one of the main reasons 
for the existence of the right may reasonably 
be considered to be the reduction or post- 
ponement of the amount of taxes that 
would otherwise be payable under this Act, 
be deemed to be owned by that person. . 


Subdivision j — Partnerships 
and their Members 


General 96. (1) Where a taxpayer is a member of a 96. (1). New 
autce partnership, his income, net capital loss, non- 

capital loss and restricted farm loss, if any, for a 

taxation year, or his taxable income earned in 

Canada for a taxation year, as the case may be, 

shall be computed as if 


(a) the partnership were a separate person 

resident in Canada; 

(b) the taxation year of the partnership 

were its fiscal period; 

(c) each partnership activity (including the 

ownership of property) were carried on by 

the partnership as a separate person, and a 

computation were made of the amount of 
(i) each taxable capital gain and allowable 
capital loss of the partnership from the 
disposition of property, and 


Construc- 
tion 


~~ 
+a 
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Sec each taxation year of the partnership; 
Ses each income or loss of the partnership 


for a taxation year were computed as if no 


deduction were permitted by subsection 


65(1), section 66 or the provisions of the 


Income Tax Application Rules, 1971 rela- 
ting to exploration and development ex- 


penses; 


(e) each gain of the partnership from the 
disposition of land used in a farming busi- 
ness of the partnership were computed as if 
this Act were read without BS to 
paragraph 53(1 )(7); 

(f) the amount of the income of the part- 
nership for a taxation year from any source 
or from sources in a particular place were 
the income of the taxpayer from that source 
or from sources in that particular place, as 
the case may be, for the taxation year of the 
taxpayer in which the partnership’s taxation 
year ends, to the extent of the taxpayer’s 
share thereof; and 


(g) the amount of the loss of the partner- 
ship for a taxation year from any source or 
from sources in a particular place were the 
loss of the taxpayer from that source or 
from sources in that particular place, as the 
case may be, for the taxation year of the 
taxpayer in which the partnership’s taxation 
year ends, to the extent of the taxpayer’s 
share thereof. 


(2) The provisions of this subdivision shall 


be read and construed as if each of the 
assumptions in paragraphs (1)(2) to (g) were 
made. 
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Contribu- 97. (1) Where at any time a partnership 97. (1). New 
tion of : 
seeietty has acquired property from a taxpayer who 
to partner Was, immediately after that time, a member of 
pap the partnership, the partnership shall be 

deemed to have acquired the property at an 

amount equal to its fair market value at that 

time and the taxpayer shall be deemed to have 

disposed of the property for proceeds equal to 

that fair market value. 
Rules (2) Notwithstanding any other provision of (2). New 
applicable this Act, where at any time a Canadian partner- 
where elec- ; 
tion by ship has acquired property from a taxpayer 
partners 


who was, immediately after that time, a 
member of the partnership, if all the persons 
who immediately after that time were members 
of the partnership have jointly so elected in 
respect of the property in prescribed form and 
within prescribed time, the following rules 
apply: 
(a) the amount that all of those persons 
have agreed upon in their election in respect 
of the property shall be deemed to be the 
taxpayer’s proceeds of disposition of the 
property and the amount for which the 
partnership acquired the property; 
(b) the amount, if any, by which the 
amount so elected in respect of the property 
exceeds the amount of the consideration 
(other than an interest in the partnership) 
received by the taxpayer for the property 
shall 
(i) if immediately before that time the 
taxpayer was a member of the partner- 
ship, be included in computing the ad- 
justed cost base to him of his interest in 
the partnership, and 
(ii) in any other case, be included in 
computing the cost to him of his interest 
in the partnership; 
(c) where the amount that all of those 
persons have agreed upon in their election in 
respect of the property is greater than the 
fair market value, at the time of the dispo- 
sition, of the property so disposed of, the 
amount so agreed upon shall, irrespective of = 
the amount actually so agreed upon, be 
deemed to be an amount equal to that fair 
market value; and 


7 ae ie Pecaint that all of those persons have 
agreed upon in their election in respect of 
the property is less than the amount of the 
consideration (other than an interest in the 
partnership) received by the taxpayer for the 
property, the amount so agreed upon shall, 
irrespective of the amount so agreed upon, 
be deemed to be an amount equal to the 
amount of that consideration. 


Where pro- (3) Where at any time a partnership has 


perty 
Salrcs acquired property from a taxpayer who was, 


from ma- immediately after the acquisition, a member of 


jority : 
ee the partnership, and 
partner (a) the taxpayer’s share, as a member of the 


partnership, of the income of the partner- 
ship from any source for the taxation year 
of the partnership in which the property was 
acquired exceeds 1/2 of the income of the 
partnership from that source for the year, or 


(5) the amount that would, if the partner- 
ship were wound up immediately after the 
acquisition, be paid to the taxpayer as a 
member of the partnership (otherwise than 
as his share of any income of the partner- 
ship) exceeds 1/2 of the aggregate of all such 
amounts that would be so paid to all persons 
as members of the partnership, 


the loss, if any, of the taxpayer arising from the 
4 acquisition of the property by the partnership 


(c) is, notwithstanding any other provision 
of this Act, not deductible in computing the 
income, net capital loss, non-capital loss or 
restricted farm loss, if any, of the taxpayer 
for any taxation year, and 
(d) shall, 
(i) where immediately before that time 
the taxpayer was a member of the part- 
nership, be included in computing the 
adjusted cost base to him of his interest 
in the partnership, and 
(ii)in any other case, be included in 
computing the cost to him of his interest 
in the partnership. 
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(4) Where subsection (2) has been appli- 
cable in respect of the acquisition of any 
depreciable property by a partnership from a 
taxpayer who was, immediately after he dis- 
posed of the property, a member of the 
partnership and the capital cost to the taxpayer 
of the property exceeds his proceeds of the 
disposition, for the purposes of sections 13 and 
20 and any regulations made under paragraph 
20(1 )(@) 

(a) the capital cost to the partnership of the 
property shall be deemed to be the amount 
that was the capital cost thereof to the 
taxpayer, and 
(b) the excess shall be deemed to have been 
allowed to the partnership in respect of the 
property under regulations made under 
paragraph 20(1)(a) in computing income for 
taxation years before the acquisition by the 
partnership of the property. 


98. (1) For the purposes of this Act, 
notwithstanding that a partnership would, but 
for this subsection, be regarded as having ceased 
to exist, 

(a) until such time as all of the partnership 

property and any property substituted there- 

for has been distributed to the persons 
entitled by law to receive it, the partnership 


shall be deemed not to have ceased to exist, — 


and each person who was a partner shall be 
deemed not to have ceased to be a partner, 
and 


(b) the right of each such person to share in 
such property shall be deemed to be an 
interest in the partnership. 

(2) Where at any time a partnership has 
disposed of property to a taxpayer who was, 
immediately before that time, a member of the 
partnership, the partnership shall be deemed to 
have disposed of the property for proceeds 
equal to its fair market value at that time and 
the taxpayer shall be deemed to have acquired 
the property at an amount equal to that fair 
market value. 
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(3) Notwithstanding any other provision of 


this Act, where at any particular time a 


‘Canadian partnership has ceased to exist and all 


of the partnership property has been dis- 
tributed to persons who were members of the 
partnership immediately before that time so 
that immediately after that time each such 
person has, in each such property, an undivided 
interest that, when expressed as a percentage 
(in this subsection referred to as that person’s 
“percentage’’) of all of the undivided interests 
in the property, is equal to his undivided 
interest, when so expressed, in each other such 
property, if each such person has jointly so 
elected in respect of the property in prescribed 
form and within prescribed time, the following 
rules apply: 


(a) each such person’s proceeds of the dis- 
position of his interest in the partnership 
shall be deemed to be an amount equal to 
the greater of 
(i) the adjusted cost base to him, imme- 
diately before the particular time, of his 
interest in the partnership, and 
(ii) the amount of any money received by 
him on the cessation of the partnership’s 
existence, plus his percentage of the 
aggregate of amounts each of which is the 
cost amount to the partnership of each 
such property immediately before its 
distribution; 
(b) the cost to each such person of his 
undivided interest in each such property 
shall be deemed to be an amount equal to 
(i) his percentage of the cost amount to 
the partnership of the property imme- 
diately before its distribution 


plus 
(ii) where the amount determined under 
subparagraph (a)(i) exceeds the amount 
determined under subparagraph (a)(ii), 
the amount determined under paragraph 
(c) or @), as the case may be, in respect 
of his undivided interest in the property; 
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(c) the amount determined under this 
paragraph in respect of each such person’s 
undivided interest in each such property that 
was a capital property (other than depre- 
ciable property) of the partnership is such 
portion of the excess, if any, described in 
subparagraph (b)(ii) as is designated by him 
in respect of the property, except that 
(i) in no case shall the amount so desig- 
nated in respect of his undivided interest 
in any such property exceed the amount, 
if any, by which his percentage of the fair 
market value of the property immediately 
after its distribution exceeds his _per- 
centage of the cost amount to the 
partnership of the property immediately 
before its distribution, and 
(ii)in no case shall the aggregate of 
amounts so designated in respect of his 
undivided interests in all such capital 
properties (other than depreciable prop- 
erty) exceed the excess, if any, described 
in subparagraph (b)(ii); 
(d) the amount determined under this 
paragraph in respect of each such person’s 
undivided interest in each such property that 
was depreciable property or a property other 
than a capital property of the partnership is 
such portion of 
(i) the amount, if any, by which the 
excess, if any, described in subparagraph 
(b)(ii) exceeds the aggregate of amounts 
designated by him under paragraph (c) in 
respect of his undivided interests in all 
such capital properties (other than 
depreciable property) 
as is designated by him in respect of the 
property, except that 
(ii) in no case shall the amount so desig- 
nated in respect of his undivided interest 
in any such property exceed the amount, 
if any, by which his percentage of the fair 
market value of the property immediately 
after its distribution exceeds his per- 
centage of the cost amount to the 
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partnership of the property immediately 
before its distribution, and 

(iii)in no case shall the aggregate of 
amounts so designated in respect of his 
undivided interests in all such properties 
that are depreciable property or prop- 
erties other than capital properties, 
exceed 1/2 of the amount determined 
under subparagraph (i) in respect of him; 
and 

(e) where the property so distributed by the 
partnership was depreciable property of the 
partnership of a prescribed class and any 
such person’s percentage of the amount that 
was the capital cost to the partnership of 
that property exceeds the amount deter- 
mined under paragraph (b) to be the cost to 
him of his undivided interest in the prop- 
erty, for the purposes of sections 13 and 20 
and any regulations made under paragraph 
20(1)@) 

(i) the capital cost to him of his undi- 
vided interest in the property shall be 
deemed to be his percentage of the 
amount that was the capital cost to the 
partnership of the property, and 

(ii) the excess shall be deemed to have 
been allowed to him in respect of the 
property under regulations made under 
paragraph 20(1)(@) in computing income 
for taxation years before the acquisition 
by him of the undivided interest. 


(4) Subsection (3) is not applicable in any 
case in which subsection (5) or subsection 
85(3) is applicable. 


(5) Where at any particular time a Canadian 
partnership has ceased to exist and within 3 
months after the particular time one, but not 
more than one, of the persons who were, 
immediately before the particular time, 
members of the partnership (which person is 
hereafter in this subsection referred to as the 
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“proprietor”) carries on by way-of a sole 
proprietorship the business that was the bu- 
siness of the partnership and continues to use, 
in the course of the business, any property that 
was, immediately before the particular time, 
partnership property and that was received by 
him as proceeds of disposition of his interest in 
the partnership, the following rules apply: 
(a) the proprietor’s proceeds of disposition 
of his interest in the partnership shall be 
deemed to be an amount equal to the greater 
of 
(i) the adjusted cost base to him, imme- 
diately before the particular time, of his 
interest in the partnership, and 
(ii) the aggregate of 
(A) the cost amount to the partner- 
ship, immediately before the particular 
time, of each such property so 
received by him, and 
(B) the amount of any other proceeds 
of the disposition of his interest in the 
partnership received by him; 


(b) the cost to the proprietor of each such 
property so received by him shall be deemed 
to be an amount equal to 
(i) the cost amount to the partnership of 
the property immediately before that 
time, 


plus 


(ii) where the amount determined under 
subparagraph (a)(i) exceeds the amount 
determined under subparagraph (qa)(ii), 
the amount determined under paragraph 
(c) or (d), as the case may be, in respect 
of the property; 
(c) the amount determined under this 
paragraph in respect of each such property 
so received by him that is a capital property 
(other than depreciable property) of the 
proprietor is such portion of the excess, if 
any, described in subparagraph (b){ii) as is 
designated by him in respect of the prop- 
erty, except that 
(i)in no case shall the amount so desig- 
nated in respect of any such property 
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exceed the amount, if any, by which the 
_ fair market value of the property imme- 
diately after the particular time exceeds 
the cost amount to the partnership of the 
property immediately before that time, 
and. 
(ii)in no case shall the aggregate of 
amounts so designated in respect of all 
such capital properties (other than 
depreciable property) exceed the excess, 
if any, described in subparagraph (b)(ii); 
(d) the amount determined under this 
paragraph in respect of each such property 
so received by him that is depreciable 
property or a property other than a capital 
property of the proprietor is such portion of 
(i)the amount, if any, by which the 
excess, if any, described in subparagraph 
(b (ii) exceeds the aggregate of amounts 
designated by him under paragraph (c) in 
respect of all capital properties (other 
than depreciable property) 


as is designated by him in respect of the 
property, except that 


(ii)in no case shall the amount so desig- 
nated in respect of any such property 
exceed the amount, if any, by which the 
fair market value of the property imme- 
diately after the particular time exceeds 
the cost amount to the partnership of the 
property immediately before that time, 
and 
(iii)in no case shall the aggregate of 
amounts so designated in respect of all 
such properties of the proprietor that are 
depreciable property or properties other 
than capital properties, exceed 1/2 of the 
amount determined under subparagraph 
(i) in respect of the proprietor; and 
(e) where any such property so received by 
him was depreciable property of a prescribed 
class of the partnership and the amount that 
was the capital cost to the partnership of 
that property exceeds the amount deter- 
mined under paragraph (b) to be the cost to 
the proprietor of the property, for the 
purposes of sections 13 and 20 and any 
regulations made under paragraph 20(1 (a) 
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(i) the capital cost to the proprietor of 
the property shall be deemed to be the 
amount that was the capital cost to the 
partnership of the property, and 
(ii) the excess shall be deemed to have 
been allowed to the proprietor in respect 
of the property under regulations made 
under paragraph 20(1)(a) in computing 
income for taxation years before the 
acquisition by him of the property. 
(6) Where a Canadian partnership (in this 
subsection referred to as the “predecessor 
partnership”) has ceased to exist at any parti- 


cular time and, before that time, all of the 


property of the predecessor partnership has 
been transferred to another Canadian partner- 
ship (hereinafter referred to as the ‘new 
partnership”’) the only members of which were 
members of the predecessor partnership, the 
new partnership shall be deemed to be a 
continuation of the predecessor partnership and 
any member’s partnership interest in the new 
partnership shall be deemed to be a conti- 
nuation of his partnership interest in the 
predecessor partnership. 


99. (1) Exept as provided in subsection 
(2), where, at any time in a fiscal period of a 
partnership, the partnership would, but for 
subsection 98(1) have ceased to exist, the 
fiscal period shall be deemed to have ended 
immediately before that time. 


(2) Where an individual was a member of a 
partnership that, at any time in a fiscal period 
of the partnership, would, but for subsection 
98(1), have ceased to exist, for the purposes 
of computing the individual’s income for a 
taxation year the partnership’s fiscal period 
may, if the individual so elects, be deemed to 
have ended immediately before the time when 
the fiscal period of the partnership would have 
ended if the partnership had not so ceased to 
exist. 

(3) An election under subsection (2) is not 
valid unless the individual, at the time when the 
fiscal period of the partnership would, if the 
election were valid, be deemed to have ended, 
was resident in Canada. 
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(6). New 


99. (1). New 


(2). Subsection 15(2), modified 


(3). Subsection 15(4), modified 


Disposition 
of an 
interest in 
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ship 


Gain from 
disposition 
of interest 
in partner- 
ship 


(4) An election under subsection (2) is not 
valid if, for the individual’s taxation year in 
which a fiscal period of the partnership would 
not, if the election were valid, be deemed to 
have ended but in which it would otherwise 
have ended, the individual elects to have appli- 
cable the rules set forth in the Income Tax 
Application Rules, 1971 that apply when two 
or more fiscal periods of a partnership end in 
the same taxation year. 


100. (1) Notwithstanding paragraph 38 (@), 
a taxpayer’s taxable capital gain for a taxation 
year from the disposition of an interest in a 
partnership to any person exempt from tax 
under section 149 shall be deemed to be 
(a) 1/2 of such portion of his capital gain 
for the year therefrom as may reasonably be 
regarded as attributable to increases in the 
value of any partnership property of the 
partnership that is capital property other 
than deprcciable property, 


plus 


(b) the whole of the remaining portion of 
such capital gain. 


(2) In computing a taxpayer’s gain for a 
taxation year from the disposition of an inter- 
est in a partnership, there shall be included, in 
addition to the amount thereof determined 
under subsection 40(1), the amount, if any, by 
which 

(a2) all amounts required by subsection 

53(2) to be deducted in computing the 

adjusted cost base to the taxpayer, imme- 

diately before the disposition, of the interest 
in the partnership, 


“exceeds 


(b) the aggregate of the cost to the taxpayer 
of the interest in the partnership and all 
amounts required by subsection 53(1) to be 
added in computing the adjusted cost base 
to him, immediately before the disposition, 
of that interest. 
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100. (1). New 


(2). New 
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101. Where a taxpayer was a member of a 
partnership at the end ofa taxation year of the 
partnership in which the partnership disposed 
of land used in a farming business of the 
partnership, there may be deducted in com- 
puting the taxpayer’s income for his taxation 
year in which the taxation year of the partner- 
ship ended, 1/2 of the aggregate of amounts 
each of which is an amount in respect of that 
taxation year of the taxpayer or any previous 
taxation year of the taxpayer ending after 
1971, equal to the taxpayer’s loss, if any, for 
the year from the farming business, to the 
extent that such loss 


(a) was, by virtue of section 31, not deduct- 
ible in computing the taxpayer’s income for 
the year, 
(b) was not deductible for the purpose of 
computing the taxpayer’s taxable income for 
his taxation year in which the partnership’s 
taxation year in which the land was disposed 
of ended, or for any previous taxation year 
of the taxpayer, 
(c) did not exceed that proportion of the 
aggregate of 
(i) taxes (other than income or profits 
taxes or taxes imposed by reference to 
the transfer of the property) paid by the 
partnership in its taxation year ending in 
the year or payable by it in respect of 
that taxation year to a province or a 
Canadian municipality in respect of the 
property, and 
(ii) interest paid by the partnership in its 
taxation year ending in the year or 
payable by it in respect of that taxation 
year, pursuant to a legal obligation to pay 
interest on borrowed money used to 
acquire the property or on any amount as 
consideration payable for the property, 
(to the extent that such taxes and interest 
were included in computing the loss of the 
partnership for that taxation year from the 
farming business), that 


Peers . Se =e Te 
101. New ; ; 


a ee )the taxpayer’s loss from the farming 
re wa business for the year 
‘is of 
(iv) the partnership’s loss from the farm- 
ing business for its taxation year ending 
in the year, and 
(d) did not exceed the remainder obtained 
when 
(i) the aggregate of each of the taxpayer’s 
losses from the farming business for 
taxation years preceding the year (to the 
extent that such losses are included in 
computing the amount determined under 
this subsection in respect of the taxpayer) 


is deducted from 


(ii) 2 times the amount of the taxpayer’s 
taxable capital gain from the disposition 


of the land. 
_ “Canadian 102. In this subdivision, ‘Canadian partner- 
- partnership” ree : 
defined ship” means a partnership all of the members of 


which were, at any time in respect of which the 
expression is relevant, resident in Canada. 


" Agreement 103. (1) Where the members of a partner- 


' to share : . “ps 
BE come, ship have agreed to share, in a specified 


_etc.,soas proportion, any income or loss of the partner- 
toreduce = ship from any source or from sources in a 


or postpo- . 
4 ne tax particular place, as the case may be, or any 


: Sa other amount in respect of any activity of the 
partnership that is relevant to the computation 
of the income or taxable income of any of the 
members thereof, and the principal reason for 
the agreement may reasonably be considered to 
be the reduction or postponement of the tax 
that might otherwise have been or become 
payable under this Act, the share of each 
member of the partnership in the income or 
loss, as the case may be, or in that other 
amount, is the amount that is reasonable having 
regard to all the circumstances including the 
proportions in which the members have agreed 
to share profits and losses of the partnership 
from other sources or from sources in other 


places. 
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in ss. (1) 
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(2) For the purposes of this section, the 
word “losses” when used in the expression 
“profits and losses” means losses determined 
without reference to other provisions of this 
Act. 


Subdivision k — 
Trusts and their Beneficiaries 


104. (1) In this Act, a reference to a trust or 
estate (in this subdivision referred to as a 
“trust”) shall be read as a reference to the 
trustee or the executor, administrator, heir or 
other legal representative having ownership or 
control of the trust property. 


(2) A trust shall, for the purposes of this 
Act, and without affecting the liability of the 
trustee or legal representative for his own 
income tax, be deemed to be in respect of the 
trust property an individual; but where there is 
more than one trust and 


(a) substantially all of the property of the 
various trusts has been received from one 
person, and 


(b) the various trusts are conditioned so 
that the income thereof accrues or will 
ultimately accrue to the same beneficiary, or 
group or class of beneficiaries, 
such of the trustees as the Minister may 
designate shall, for the purposes of this Act, be 
deemed to be in respect of all the trusts an 
individual whose property is the property of all 
the trusts and whose income is the income of 
all the trusts. 


(3) No deduction may be made under 
section 109 or paragraph 110(1)(d@) from the 
income of a trust. 


(4) Every trust shall, on each of the follow- 
ing days, be deemed to have disposed of each 
capital property of the trust, other than de- 
preciable property, for proceeds equal to its fair 
market value on that day, and to have reac- 
quired such property immediately thereafter 
for an amount equal to that fair market value; 
and for the purposes of this Act those days are: 


~ Section 103 
(2). New 


104. (1). Subsection 63(1), modified 


(2). Subsection 63(2), modified 


(3). Subsection 63(3), modified 


(4). New 


Idem 


Deduction 
in com- 
puting 
income of 
trust 


Non- 
resident 
beneficiary 


. 


(a) where the trust is a trust created by a 
_ taxpayer, whether during his lifetime or by 
his will, under which | 
(i) his spouse is entitled to receive all of 
the income of the trust (other than 
taxable capital gains) that arises before 
the spouse’s death, and 


(ii)no person except the spouse may, 
before the spouse’s death, receive or 
otherwise obtain the use of any of the 
income or capital of the trust, 


the day on which the spouse dies; 


(5) the day that is 21 years after the latest 
of 
(i) January 1, 1972, 
(ii) the day on which the trust was 
created, and 
(iii) where applicable, the day referred to 
in paragraph (@); and 

(c) the day that is 21 years after any day 

that is, by virtue of this subsection, a day on 

which the trust is deemed to have disposed 
of each such property. 

(S) Every trust shall, on each day des- 
cribed in subsection (4), be deemed to have 
disposed of all depreciable property of a pres- 
cribed class of the trust for proceeds equal to, 

(a) where the fair market value of that 

property on that day exceeds the undepre- 

ciated capital cost thereof to the trust on 
that day, the amount of that undepreciated 

‘capital cost plus 1/2 of the amount of the 

excess, and 

(b) in any other case, the fair market value 

of that property on that day plus 1/2 of the 

amount, if any, by which the undepreciated 
capital cost thereof to the trust on that day 
exceeds that fair market value. 


(6) For the purposes of this Part, there may 
be deducted in computing the income of a trust 
for a taxation year such part of the amount 
that would, but for this subsection and sub- 


section (12), be its income for the year as was 


payable in the year to a beneficiary. 


(7) No deduction may be made under sub- 
section (6) in computing the income for a 
taxation year of a trust in respect of such part 
of an amount that would otherwise be its 


income for the year as was payable in the year 


to a person who, at the time such part of that 
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(5). New 


(6). Subsection 63(4), modified 


(7). Subsection 63(4a), modified 


Limitation 
on deduc- 
tion 


Idem 


Where 
property 
owned for 
—non- 
residents 


amount became so payable, was not resident in — 


Canada, unless, at that time, the trust was 
resident in Canada. 


(8) No deduction may be made under sub- 
section (16) in computing the income for a 
taxation year of an inter vivos trust that had 
income for the year from a business carried on 
by it in Canada, in respect of such part of an 
amount that would, but for subsections (6) and 
(12), be its income for the year as was payable 
in the year to a person who, at the time the 
amount became so payable, was 


(2) a non-resident person; 


(b) a non-resident-owned investment cor- 

poration; or 

(c) a trust resident in Canada other than 
(i) a testamentary trust, or 
(ii)a trust that throughout the period 
commencing on April 26, 1965 and 
ending at the time the amount became so 
payable, was a beneficiary under the trust 
by whom the amount became so payable, 
which latter-mentioned trust was 
throughout such period carrying on a 
business in Canada. 


(9) No deduction may be made under 
subsection (6) in computing the income for a 
taxation year of a trust, in respect of any 
amount that is deemed by subsection (21) to be 
a taxable capital gain for the year of a 
non-resident person from the disposition of 
capital property. 


(10) Where all the property of a trust is 
owned by the trustee for the benefit of 
non-resident persons or their unborn issue, in 
addition to the amount that may be deducted 
under subsection (6), there may be deducted in 
computing the income of the trust for a 
taxation year for the purposes of this Part, such 
part of the dividends and interest received by 
the trust in a year from a non-resident-owned 
investment corporation as are not deductible 
under subsection (6) in computing the income 
of the trust for the year. 


ine 


Subsection 104(7) sei 


(8). Subsection 63(4b), modified 


(9). New 


(10). Subsection 63(5), modified 


(11) Where any part of the dividends re- 
ceived in a taxation year by a trust described 
in subsection (10) from a non-resident-owned 
investment corporation are deductible under 
subsection (10) in computing the income of the 
trust for the year, for the purposes of Part XIII 
the trust shall be deemed to have paid to a non- 
resident person on the last day of the year an 
amount equal to that part, as income of the 
non-resident person from the trust. 


(12) For the purposes of this Part, there may 
be deducted in computing the income of a trust 
for a taxation year such part of its accumu- 
lating income for the year as was required by 
subsection (14) to be included in computing the 
income of a preferred beneficiary. 


(13) Such part of the amount that would be 
the income of a trust for a taxation year if no 
deduction were made under subsection (6) or 
(12) or under regulations made under paragraph 
20(1)(a) as was payable in the year to a 
beneficiary shall be included in computing the 
income of the person to whom it so became 
payable whether or not it was paid to him in 
that year and shall not be included in com- 
puting his income for a subsequent year in 
which it was paid. 


(14) Where a trust and a preferred bene- 
ficiary thereunder jointly so elect in respect of 
a taxation year in prescribed manner and within 
prescribed time, such part of the accumulating 
income of the trust for the year as is designated 
in the election, not exceeding the preferred 
beneficiary’s share therein, shall be included in 
computing the income of the preferred bene- 
ficiary for the year, and shall not be included in 
computing his income for a subsequent year in 
which it was paid. 


(15) The share of a particular preferred 
beneficiary under a trust in the accumulating 
income of the trust for a taxation year is, 

(a) where the trust is a trust described in 

paragraph (4)(a), an amount equal to, 


(13). Subsection 63(6), modified 
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(i) if the particular preferred beneficiary 

is the taxpayer’s spouse, the trust’s ac- 

cumulating income for the year, and 

(ii) in any other case, nil; 
(b) in any case not referred to in paragraph 
(a), where the shares in which the accumu- 
lating income of the trust would be payable 
to the beneficiaries thereunder do not 
depend upon the exercise by any person of, 
or the failure by any person to exercise, any 
discretionary power, 


(i) if at the end of the year the particular 
beneficiary was a member of a class of 
beneficiaries under the trust each of 
whom was entitled, as a member of that 
class, to share equally in any income of 
the trust, the portion of the trust’s 
accumulating income for the year that 
may reasonably be regarded as having 
been earned for the benefit of benefi- 
ciaries of that class, divided by the 
number of beneficiaries (other than regis- 
tered Canadian charitable organizations) 
of that class in existence at the end of the 
year, and 


(ii)in any other case, the portion of the 
trust’s accumulating income for the year 
that may reasonably be regarded as 
having been earned for the benefit of the 
particular preferred beneficiary; 


(c) in any case not referred to in paragraph 
(a) or (b), where each beneficiary under the 
trust whose share of the accumulating 
income of the trust depends upon the 
exercise by any person of, or the failure by 
any person to exercise, any discretionary 
power, is a preferred beneficiary or a regis- 
tered Canadian charitable organization, the 
portion of the trust’s accumulating income 
for the year that may reasonably be regarded 
as having been earned for the benefit of the 
particular beneficiary, not exceeding the 
amount determined in prescribed manner to 
be his or its discretionary share of the trust’s 
accumulating income for the year; and 


(dz) in any case not referred to in paragraph 
(z), (6) or (c), nil. 


Subsection 104(15) 
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(16) A beneficiary under a trust may deduct 
from the amount that would otherwise be his 
income from the trust by virtue of subsection 
(13) or (14), as the case may be, such part of the 
amount that would otherwise be deductible 
from the income of the trust for the year under 
regulations made under paragraph 20(1)(@) as 
the trust may determine; and any amount 
deductible under this subsection for a taxation 
year shall be deducted from the amount that 
the trust would otherwise be able to deduct 
under those regulations but shall, for the 
purposes of section 13, be deemed to have been 
allowed to the trust under those regulations in 
computing its income for the year. 

(17) Where an amount is payable in a 
taxation year by a trust to a beneficiary under 
the trust, no part of that amount shall be 


deemed, for the purpose of subsections (6) and_ 


(13), to be payable out of an amount deductible 
in computing the income of the trust for the 
year under regulations made under subsection 
65(1) except such part thereof as the trust 
designates as being so payable. 


(18) Where the income of a trust for 4 
taxation year or any part thereof was not 
payable in the year but was held in trust for an 
infant or minor whose right thereto had vested 
and the only reason that it was not payable in 
the year was that the beneficiary was an infant 
Or minor, it shall, for the purpose of sub- 
sections (6) and (13), be considered to have 
been payable. 


(19) Such portion of 
(a) the aggregate of taxable dividends 
received by a trust in a taxation year on 
shares of the capital stock of taxable 
Canadian corporations, © 

as 
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(b) may reasonably be considered (having ee. 


regard to all the circumstances including the 
terms and conditions of the trust arrange- 
ment) to be part of the amount that, by 
virtue of subsection (13) or (14) or section 
105, as the case may be, was included in 
computing the income for the year of a 
particular beneficiary under the trust, and 


(c) was not designated by the trust in 
respect of any other beneficiary thereunder, 


shall, if so designated by the trust in respect of 
the particular beneficiary in the return of its 
income for the year under this Part, be deemed, 
for the purposes of section 82 and this sub- 
section, to be a taxable dividend received by 
the particular beneficiary in the year from a 
taxable Canadian corporation, and not to be a 
taxable dividend received by the trust in the 
year from a taxable Canadian corporation. 


(20) Where an amount has, in a taxation 
year, become payable by a trust to a parti- 
cular beneficiary thereunder, such portion the- 
reof as 


(a) may reasonably be considered (having 
regard to all the circumstances including the 
terms and conditions of the trust arrange- 
ment) to have derived from an amount 
received by the trust in the year as, on 
account or in lieu of payment of, or in 
satisfaction of, a dividend on a share of the 
capital stock of a corporation resident in 
Canada other than a taxable dividend, and 


(6) was not designated by the trust in 

respect of any other beneficiary thereunder, 
shall, if so designated by the trust in respect of 
the particular beneficiary in its return of 
income for the year under this Part, not be 
included in computing the income of the 
particular beneficiary for the year. 


(21) Such portion of 

(a) the amount, if any, by which the aggre- 

gate of the taxable capital gains of a trust 

for a taxation year exceeds the aggregate of 
(i) its allowable capital losses for the year, 
and 


(20). New 


(21). New 
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< ment) to be part of the amount that, by fe ae ie 
virtue of subsection (13) or (14) or section : ae 
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(c) was not designated by the trust in 
respect of any other beneficiary thereunder, 
shall, if so designated by the trust in respect of 
the particular beneficiary in the return of its 
- income for the year under this Part, be deemed, 
4 for the purposes of sections 3 and 111,tobea 
taxable capital gain for the year of the partic- 
ular beneficiary from the disposition of capital 
property. 
(22) For the purpose of section 126,the (22). Subsection 63(12), modified 
following rules apply: 
(2) such portion of the income of a trust for 
a taxation year (before making any deduc- 
tion under subsection (6) or (12)) from 
sources in a foreign country or in a state, 
province or other political subdivision of a 
- foreign country (which country or subdivi- 
sion is referred to in this subsection as a 
“foreign jurisdiction”) as 
(i) may reasonably be considered (having 
regard to all the circumstances including 
the terms and conditions of the trust 
arrangement) to be part of the income 
z - that, by virtue of subsection (13) or 
(14), as the case may be, was included 
in computing the income for a taxation 
year of a particular beneficiary under 
the trust, and 
(ii) was not designated by the trust in 
respect of any other beneficiary there- 
under, 
. shall, if so designated by the trust in 
respect of the particular beneficiary in its 
return of income for the year 
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Subsection 


under this Part, be deemed to be income — 
o1 the particular beneficiary for the tax- 


ation year from sources in that foreign 
jurisdiction; 

(b) a beneficiary under a trust shall be 
deemed to have paid as income tax for a 
taxation year, on the income that he is 
deemed by paragraph (@) to have for the 
year from sources in a foreign jurisdiction, 
to the government of that jurisdiction an 
amount equal to that proportion of the 
income or profits tax paid by the trust for 
the year to the government of that juris- 
diction (except such portion of that tax as 
was deductible under subsection 20(11) or 
(12) in computing its income for the year) 
that 


(i) such portion of the amount included 
in computing his income for the year by 
virtue of subsection (13) or subsection 
(14), as the case may be, as is deemed by 
paragraph (a) to be income for the year 
from sources in that jurisdiction, 
is of 
(ii) the income of the trust for the year 
from sources in that jurisdiction (before 
making any deduction under subsection 
(6) or (12)); 
(c) the income of a trust from sources in a 
foreign jurisdiction for a taxation year shall 
be deemed to be its actual income therefrom 
for the year minus the aggregate of the 
amounts deemed by paragraph (a) to be the 
income therefrom for the year of all bene- 
ficiaries under the trust; and 


(d) a trust shall be deemed to have paid as 
income tax to the government of a foreign 
jurisdiction for a taxation year an amount 
equal to the income or profits tax actually 
paid by it for the year to the government of 
that jurisdiction (except such portion of that 
tax as was deductible under subsection 
20(11) or (12) in computing its income for 
the year), minus the aggregate of the 
amounts deemed by paragraph (b) to have 
been paid to that government for the year 
by all beneficiaries under the trust. 


104(22) 
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(23) In the case of a testamentary trust, (23). Subsection 63(13), modified 


notwithstanding any other provision of this Act 
the following rules apply: 


(a) the taxation year of the trust is the 
period for which the accounts of the trust 
have been ordinarily made up and accepted 
for purposes of assessment under this Act 
and, in the absence of an established 
practice, the period adopted by the trust for 
that purpose (but no such period may 
exceed 12 months and a change in a usual 
and accepted period may not be made for 
the purpose of this Act without the con- 
currence of the Minister); 


estamen- 
ry trusts — 


(b) when a taxation year is referred to by 
reference to a calendar year, the reference is 
to the taxation year or years coinciding 
with, or ending in, that year; 

(c) the income of a person for a taxation 
year from the trust shall be deemed to be his 
benefits from or under the trust for the 
taxation year or years of the trust that 
ended in the year determined as provided by 
this section and section 105; 

(d) where an individual having income from 
the trust died after the end of a taxation 
year of the trust but before the end of the 
calendar year in which that taxation year 
ended, a separate return of his income from 
the trust after the end of the trust’s taxation 
year to the time of death shall be filed and 
tax under this Part shall be paid thereon as if 
that income were the income of another 
person; and 

(e) in lieu of making the payments required 
by section 156, the trust shall pay to the 
Receiver General of Canada within 90 days 
from the end of each taxation year, the tax 
for the year as estimated under section 151. 
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(24) For the purposes of subsections (6), 
(7), (8), (13) and (20), an amount shall not be 
considered to be payable in a taxation year 
unless it was paid in the year to the person to 
whom it was payable or he was entitled in that 
year to enforce payment thereof. 


10S. (1) The value of all benefits (other 
than a distribution or payment of capital) to a 
taxpayer during a taxation year from or under a 
trust, contract, arrangement or power of 
appointment, irrespective of when made or 
created, shall, subject to subsection (2), be 
included in computing his income for the year. 


(2) Such part of an amount paid by a trust 
out of income of the trust for the upkeep, 
maintenance or taxes of or in respect of 
property that, under the terms of the trust 
arrangement, is required to be maintained for 
the use of a tenant for life or a beneficiary as is 
reasonable in the circumstances shall be in- 
cluded in computing the income of the tenant 
for life or other beneficiary from the trust for 
the taxation year for which it was paid. 


106. (1) Where an amount in respect of a 
taxpayer’s income interest in a trust has been 
included in computing his income for a taxa- 
tion year by virtue of subsection 104(13) or 
subsection (2) of this section, there may be 
deducted in computing his income for the year 
the lesser of 

(2) the amount so included in computing his 

income for the year, and 


(b) the amount, if any, by which the cost to 
the taxpayer of the income interest exceeds 
the aggregate of all amounts in respect of the 
interest that were deductible by virtue of 
this subsection in computing his income for 
previous taxation years. 


(24). Subsection 63( Ka eens 


ion 1 


105. (1). Subsection 65(1), modified 


(2). Subsection 65(2), modified 


106. New 
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= Section 106 
| ere in a taxation year a taxpayer (2). New 
es disposes of an income interest in a trust, 

(a) there shall be included in computing his 

income for the year the proceeds of the 

disposition; : 

4 (b) any taxable capital gain or allowable 

4 capital loss of the taxpayer from the dis- 

| position shall be deemed to be nil; and 

(c) for greater certainty, the cost to the 

: taxpayer of each property received by him 

as consideration for the disposition is the 

fair market value of the property at the time 

of the disposition. 


Proceeds _ (3) For greater certainty, where at any time (3). New 
me or any property of a trust has been distributed by 
income the trust to a taxpayer who was a beneficiary 
| Briest under the trust in satisfaction of all or any part 


of his income interest in the trust, the trust 
shall be deemed to have disposed of the 
property for proceeds of disposition equal to 
the fair market value of the property at that 


. time. 
_Disposi- 107. (1) Where a taxpayer has disposed of 107. (1). New 
Baxpay or 2 capital interest in a trust, 

_ of capital (a) for the purposes of computing his tax- 


_ interest pay iti 
interes able capital gain, if any, from the disposition 


of the interest, the adjusted cost base to him 
: thereof immediately before the disposition 
: shall be deemed to be an amount equal to 

the cost amount to him of the interest 

immediately before that time, and 


(b) for greater certainty, for the purposes of 
e . computing his allowable capital loss, if any, 
: from the disposition of the interest, the 
| adjusted cost base to him thereof immedi- 
ately before the disposition is the adjusted 
cost base to him of the interest immediately 


; before that time as determined under this 
Act without reference to paragraph (a), 

except that where the interest was an interest in 
b an inter vivos trust not resident in Canada that 
5 | was purchased by the taxpayer, paragraph (a) 


does not apply in respect of the disposition 
thereof except where subsection (2) is applica- 
ble in respect of any distribution of property 
by the trust to him in satisfaction of all or any 
part of the interest. 


i ge ee Fas ep ES Ge Pa ae YS ee 
my, i * Ld Neh 5M Gio a Font ; s 
* = ae vw L i 


272 coer 
: | Section 107 | 
Distrib u- (2) Where at any time any property of a (2). New 
gomd trust has been distributed by the trust to a 
satis- taxpayer who was a beneficiary under the trust 
eae of in satisfaction of all or any part of his capital 


interest _ interest in the trust, the following rules apply: 


(a) the trust shall be deemed to have dis- 
posed of the property for proceeds of 
disposition equal to its cost amount to the 
trust immediately before that time; 


(b) the taxpayer shall be deemed to have 
~ acquired the. property at a cost equal to the 
aggregate of its cost amount to the trust 
immediately before that time and that pro- 
portion of the amount, if any, by which 


(i) the adjusted cost base to him of the 
capital interest immediately before that 
time as determined for the purposes of 
paragraph (1)(d) 

exceeds 
(ii) the cost amount to him of the capital 
interest immediately before that time 


that the cost amount to the trust of the 
property immediately before that time is of 
the amount determined under subparagraph 
(ii); ; 

(c) the taxpayer shall be deemed to have 
disposed of all or part, as the case may be, of 
the capital interest for proceeds equal to the 
cost at which he is deemed by paragraph (b) 
to have acquired the property, minus the 
amount of any debt assumed by the tax- 
payer or of any other legal obligation 
assumed by him to pay any amount, if the 
distribution of the property to him was 
conditional upon the assumption by him of 
the debt or obligation; and 


(dq) where the property so distributed was 
depreciable property of a prescribed class of 
the trust and the amount that was the 
capital cost to the trust of that property 
exceeds the cost at which he is deemed by 
this section to have acquired the property, 
for the purposes of sections 13 and 20 and 
any regulations made under paragraph 
20(1 Xa) 
(i) the capital cost to the taxpayer of the 
property shall be deemed to be the 
amount that was the capital cost of the 
property to the trust, and 


 Deter- 
mination 


of cost of 


property 
other than 
non- 
depreciable 
capital 


- property 


Where 
trust a 
settlement 


Distribu- 
tion to 
non- 
resident 
beneficiary 


(ii) the excess shall be deemed to have 
been allowed to the taxpayer in respect 
of the property under regulations made 
under paragraph 20(1)(2) in computing 
income for taxation years before the 
acquisition by him of the property. 


(3) Where the property referred to in sub- 
section (2) that was distributed by a trust to a 
taxpayer was property, other than capital 
property that was not depreciable property, for 
the purpose of determining the cost to the 
taxpayer of the property under paragraph 
(2)(b) (except for the purposes of paragraph 
(2)(b) as it applies to determine the taxpayer’s 
proceeds of disposition of his capital interest 
under paragraph (2)(c)), the reference in para- 
graph (2)(b) to “that proportion” shall be read 
as a reference to “1/2 of that proportion’. 

(4) Where the trust referred to in subsection 
(2) was a trust described in paragraph 104(4)(@) 
and | . 

(a) the property so distributed by the trust 

was capital property other than depreciable 

property, 

(b) the taxpayer to whom the property was 

so distributed was a person other than the 

spouse, and 

(c) the spouse was alive at the time the 

property was so distributed, 
notwithstanding paragraphs (22) to (d), the 
following rules apply: 

(d) the trust shall be deemed to have dis- 

posed of the property for proceeds equal to 

its fair market value at that time; 

(e) the taxpayer shall be deemed to have 

acquired the property at a cost equal to that 

fair market value, and 

(f) the taxpayer shall be deemed to have 

disposed of all or part, as the case may be, of 

his interest in the trust, for proceeds of 
disposition equal to that fair market value. 


(5) Where subsection (2) is applicable in 
respect of the distribution by a trust of any 
property of the trust toa non-resident taxpayer 
who was a beneficiary under the trust and the 
property was not taxable Canadian property, 
notwithstanding paragraphs (2a) to (c) the 
provisions of paragraphs (4X) to (f) are 
applicable in respect of the property. 
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(3). New 


(4). New 


(5). New 


108. (1) Inthis subdivision, = is tcc 1): NEWS ceC Ta a ene = SoS Se 
(a) “accumulating income” of a trust fora Se an a ne 
taxation year means the amount that, but | 

for subsection 104(12), would be its income 

for the year; 


ph ee 


“Bene- (b) “beneficiary” under a trust includes a 


| ficiary”’ person beneficially interested therein; 
“Capital (c). “capital interest” of a taxpayer in a trust 
eset cst means a right (whether immediate or future 


3 
- 
' 


and whether absolute or contingent) of the 
taxpayer as a beneficiary under the trust 
to, or to receive, all or any part of the 
capital of the trust; 


ty 


ba P 


“Cost (d) “cost amount” of any capital interest of 
so eae a taxpayer in any trust at any time means, 
capital (i)in any case where any money or 
Re property of the trust has been distributed 
by the trust to the taxpayer in full | 3 
satisfaction of the whole of his capital 
interest (whether on the winding-up of 
the trust or otherwise), the aggregate of 
the money so distributed and all amounts 
each of which is the cost amount to the 
trust, immediately before the distribu- 
tion, of each such property so distributed 
to the taxpayer, and 
(ii) in any other case, that proportion of 
the amount, if any, by which the aggre- 
gate of all money of the trust on hand 
immediately before that time and all 
amounts each of which is the cost 
amount to the trust, immediately before 
that time, of each property of the trust 
exceeds the aggregate of all amounts each 
of which is the amount of any debt owing 
by the trust, or of any other obligation of 
the trust to pay any amount, that was 
outstanding immediately before that 
time, that 
(A) the fair market value at that time 
of the capital interest in the trust, 
is of 
(B) the fair market value at that time 
of all capital interests in the trust; 
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3 ; . of a eee in a 

oe net eas a 1 right (whether immediate or 
ee future and whether absolute or contin- 
gee gent) of the taxpayer as a beneficiary under 
the trust to, or to receive, all or any 
part of the income of the trust; 


(f) “inter vivos trust” means a trust other 


— “Inter 


_ vivos 
Gast” than a testamentary trust; 

“Preferred (g) ‘‘preferred beneficiary” under any trust 
ae ’ means an individual resident in Canada who 


is a beneficiary under the trust and is 
(i) the settlor of the trust, 
(ii) the spouse or former spouse of the. 
settlor of the trust, or 
(iii) a child, grandchild or great grand- 
child of the settlor of the trust, or the 
spouse of any such person; 


“Settlor” (h) “settlor’, 
(i)in relation to a testamentary trust, 
means the individual referred to in para- 
graph (i), and 
(ii) in relation to an inter vivos trust, 
(A) if the trust was created by the 
transfer, assignment or other disposi- — 
tion of property thereto (in this para- 
graph referred to as property “con- 
tributed”) by not more than one 
individual and the fair market value of 
such of the property of the trust as 
was contributed by him at the time of 
the creation of the trust or at any 
subsequent time exceeds the fair 
market value of such of the property 
of the trust as was contributed by any 
other person or persons at any subse- 
quent time (such fair market values 
being determined at the time of the 
making of any such contribution), 
means that individual, and 
(B) if the trust was created by the 
contribution of property thereto joint- 
ly by an individual and his spouse and 
by no other person and the fair market 
value of such of the property of the 
trust as was contributed by them at 
the time of the creation of the trust or 
at any subsequent time exceeds the 
fair market value of such of the 
property of the trust as was contrib- 
uted by any other person or persons at 
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““Testa- 
mentary 
trust”’ 


“Trust”’ 


Meaning of 
expression 
“unit trust” 


GIR Se 


any subsequent time (such fair market 
values being determined at the time of 
the making of any such contribution), 
means that individual and his spouse; 
(i) “testamentary trust” means a trust or 
estate that arose upon the death of the 
individual creating the trust or estate; and 
(j) “trust”? includes an inter vivos trust and 
a testamentary trust but, in subsections 
104(4), (12), (14) and (15) and sections 
105 to 107, does not include 
(i) a unit trust, or 
(ii)a trust governed by a registered 
pension fund or plan, an employees profit 
sharing plan, a registered supplementary 
unemployment benefit plan, a registered 
retirement savings plan or a deferred 
profit sharing plan. 


(2) For the purposes of this Act, a trust is a 


unit trust at any time if, at that time, 


(a) it was an inter vivos trust the interest of 
each beneficiary under which was described 
by reference to units of the trust, and 


(b) the issued units of the trust included 
units 
(i) having conditions attached thereto 
that included conditions requiring the 
trust to accept, at the demand of the 
holder thereof and at prices determined 
and payable in accordance with the con- 
ditions, the surrender of the units, or 
fractions or parts thereof, that are fully 
paid, or 
(ii) qualified in accordance with pre- 
scribed conditions relating to the redemp- 
tion of the units by the trust, 
and the fair market value of such of the 
units as had conditions attached thereto that 
included such conditions or as were so 
qualified, as the case may be, was not less 
than 95% of the fair market value of all of 
the issued units of the trust (such fair 
market values being determined without 
regard to any voting rights attaching to units 
of the trust). 


216. 
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(2). New 
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Division C —CompuTaTION 
F OF TAXABLE INCOME 
_ Deductions 109. (1) For the purpose of computing the 109. (1). Section 26, modified 
j 3 a taxable income of an individual for a taxation 
individuals year, there may be deducted from his income 
for the year such of the following amounts as 
are applicable: 
Married (a) in the case of an individual who, during 
aeaiee the year, was a married person who sup- 
ported his spouse, an amount equal to the 
ageregate of 
(i) $1,500, and 
(ii) $1,350 less the amount, if any, by 
which the spouse’s income for the year 
while married exceeds $250; 


Wholly (b) in the case of an individual not entitled 
ee to a deduction under paragraph (a) who, 
during the year, 
(i) was an unmarried person or a married 
person who did not support or live with 
his spouse and was not supported by 
his spouse, and 
(ii) whether by himself or jointly with 
one or more other persons, maintained a 
self-contained domestic establishment (in 
which the individual lived) and actually 
supported therein a person who, during 
the year, was 
(A) wholly dependent for support 
upon, and 
(B) connected, by blood relationship, 
marriage or adoption, with 
the taxpayer, or the taxpayer and such 
one or more other persons, as the case 
may be, 
an amount equal to the aggregate of 
(iii) $1,500, and 
(iv) $1,350 less the amount, if any, by 
which the income for the year of the 
dependent person exceeds $250; 
Single (c) in the case of an individual not entitled 
pratus to a deduction under paragraph (a) or 
(b), $1,500; 


Children 


‘ 
‘ 
e 


| 


ae 


Niece or 
nephew 


(d) for each child or grandchild of the 
individual who, during the year, was wholly 
dependent upon him for support and was 
(i) under 21 years of age, 
(ii) 21 years of age or over and dependent 
by reason of mental or physical infirmity, 
or 
(iii) 21. years of age or over and in 
full-time attendance at a school or uni- 
versity, 


an amount equal to 


(iv) if the child or grandchild has not 
attained the age of 16 years before the 
end of the year, $300 less 1/2 of the 
amount, if any, by which the income for 
the year of the child or grandchild, as the 
case may be, exceeds $1,000, and 

(v)in any other case, $550 less the 
amount, if any, by which the income for 
the year of the child or grandchild, as the 
case may be, exceeds $1,050; 


(e) for each niece or nephew of the indivi- 
dual or his spouse, who, during the year, 
resided in Canada, was wholly dependent 
upon the individual for support and was a 
person described in subparagraph (d)i), 
(ii) or (iii), if, during the year, 
(i) the mother of the niece or nephew, as 
the case may be, was living apart from, 
and was separated pursuant to a divorce, 
judicial separation or written separation 
agreement from, her husband or former 
husband and was not in receipt of any 
amount as alimony or other allowance 
payable on a periodic basis for the main- 
tenance of the niece or nephew, 
(ii) the father of the niece or nephew, as 
the case may be, was physically or 
mentally infirm, or 
(iii) the father of the niece or nephew, as 
the case may be, was deceased and the 
mother was not remarried, 


an amount equal to, 
(iv) if the niece or nephew has not at- 
tained the age of 16 years before the end 


of the year, $300 less 1/2 of the amount, 
if any, by which the income for the 
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| (i in any other case, $550 less the a- 
- mount, if any, by which the income for 
the year of the niece or nephew, as the 
case may be, exceeds $1,050; 


Other (f) an amount expended by the individual 
j ee penneals during the year for the support of a person 
2 who, during the year, was dependent upon 
‘ the individual for support and was 


(i) his parent or grandparent and depend- 
ent by reason of mental or physical 
infirmity, 
(ii) his brother or sister 
(A) under 21 years of age, 
(B) 21 years of age or over and de- 
| pendent by reason of mental « or phy- 
: sical infirmity, or 
| (C) 21 years of age or over and in full- 
time attendance at a school or uni- 
versity, 
not exceeding an amount equal to, 
(iii) if the person has not attained the age 
of 16 years before the end of the year, 
$300 less 1/2 of the amount, if any, by 
which the income for the year of the 
person exceeds $1,000, and 
(iv)in any other case, $550 less the 
amount, if any, by which the income for 
the year of the person exceeds $1,050; 


Aunt (g) an amount expended by the individual 
Seer during the year for the support of a person 


: who, during the year, was the aunt or uncle 
of the individual or of the individual’s 
spouse and was 

(i) resident in Canada, and 
(ii) dependent upon the taxpayer for 

: support by reason of mental or physical 

infirmity, 
not exceeding $550 less the amount, if any, 

| by which the income for the year of the 

P person exceeds $1,050; and 

: (h) in the case of an individual who, before 

the end of the year, has attained the age of 

65 years, $650. 
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Section 109 Re, 
Limitation (2) For the purpose of a deduction under = (2). Subsection 26(5a), modified 
paragraph (1)(b), the following rules apply: 
(a) no deduction may be made under that 
paragraph by any taxpayer in respect of 
more than one person; 
(b) where a taxpayer is entitled to a deduc- 
tion under that paragraph in respect of any 
person therein described, neither the tax- 
payer nor any other taxpayer is entitled toa 
deduction under paragraph (1)(d), (e), () 
or (g) in respect of that person; and 


(c) no more than one taxpayer is entitled to 
a deduction under that paragraph in respect 
of the same person or the same domestic 
establishment, and in the event of failure on 
the part of two or more taxpayers otherwise 
entitled to a deduction under that paragraph 
to agree as to the taxpayer by whom the 
deduction may be made, no deduction there- 
under may be made by either or any of 
them. 


Dependent (3) For the purpose of the deduction for a (3). Subsection 26(3) 
ed child under paragraph (1)(d), it shall be as- 

sumed, unless the contrary is established, that 

an illegitimate child was wholly dependent on 

his mother and that any other child was wholly 

dependent on his father. 


Alimony (4) Where a taxpayer is entitled toadeduc- (4). Subsection 26(5) 


ee tion in computing his income for a taxation 
cases year under paragraph 60(b) or (c) in respect 


of a payment for the maintenance of a spouse 
or child, the spouse or child shall, for the 
purposes of this section, be deemed not to 
be the spouse or child of the taxpayer. 


‘Partial (5) Where more than one taxpayer is, in (5). Subsection 26(6), modified 
‘vel abtage respect of a taxation year, entitled to deduct 


-ency 


an amount under paragraph (1)(f) or (g) in 
respect of the same dependant, no more than 
the amount determined thereunder in respect 
of the dependant for the year is deductible in 
respect of the dependant, and where the tax- 
payers cannot agree as to what portion of the 
amount each can deduct, the Minister may fix 
the portions. 


J 


= od : - : Big: * ae : . 
‘or the purpose of com 


44h 
there 


i : 
, there may be deducted from his income 


for the year such of the following amounts as 


are applicable: 


(a) the aggregate of gifts made by the 
taxpayer in the year (and in the immediately 
preceding year, to the extent of the amount 
thereof that was not deductible under this 
Act in computing the taxable income of the 
taxpayer for that immediately preceding 
year) to 

(i) registered Canadian charitable organi- 

zations, 

(ii) registered Canadian amateur athletic 

associations, 

(iii) housing corporations resident in Can- 

ada and exempt from tax under this Part 

by paragraph 149(1)Z), 

(iv) Canadian municipalities, 

(v) the United Nations or agencies there- 

of, 

(vi) universities outside Canada prescribed 

to be universities the student body of 

which ordinarily includes students from 

Canada, and 

(vii) charitable organizations outside Can- 

ada to which Her Majesty in right of 

Canada has made a gift during the tax- 

payer’s taxation year or the 12 months 

immediately preceding that taxation year, 


not exceeding 20% of the income of the 
taxpayer for the year, if payment of the 
amounts given is proven by filing receipts 
with the Minister that, in the case of a 
donation to a registered Canadian charitable 
organization or registered Canadian amateur 
athletic association, contain>prescribed infor- 
mation; 

(b) the aggregate of gifts made by the 
taxpayer in the year (and in the immediately 
preceding year, to the extent of the amount 
thereof that was not deductible under this 
Act in computing the taxable income of the 
taxpayer for that immediately preceding 
year) to Her Majesty in right of Canada and 
Her Majesty in right of the provinces, not 
exceeding the amount remaining, if any, 
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(a). Paragraph 27(1)(a), modified 


(b). Paragraph 27(1)(d) 


Medical 
expenses 


ure 


when the amount deductible for the year 
under paragraph (a) is deducted from the 
income of the taxpayer for the year, if 
payment of the amounts given is proven by ~ 
filing receipts with the Minister, 


(c) an amount equal to that portion of 
medical expenses in excess of 3% of the 
taxpayer’s income for the year paid either 
by the taxpayer or his legal representatives 


(i) within a period of 12 months ending 
in the year and not included in the 
calculation of a deduction for medical 
expenses under this Act for a previous 
year, or 

(ii)in the event of the death of the 
taxpayer, within a period of 12 months 
commencing in the year and not included 
in the calculation of a deduction for 
medical expenses under this Act for a 
previous year, 


if payment was made 


(iii) to a medical practitioner, dentist or 
nurse qualified to practise under the laws 
of the place where the expenses were 
incurred or a public or licensed private 
hospital in respect of a birth in the family 
of, illness of or operation on the tax- 
payer, his spouse or any dependant in 
respect of whom he may make a deduc- 
tion from income under section 109 for 
the year in which the expense was incur- 
red, 

(iv) as remuneration for one full-time 
attendant upon, or for the full-time care 
in a nursing home of, the taxpayer, his 
spouse or any such dependant who was 
throughout the whole of a 12 months’ 
period ending in the taxation year neces- 
sarily confined by reason of illness, injury 
or affliction to a bed or wheel chair, 

(v) for the full-time care in a nursing 
home of any such dependant if the 
dependant is, and has been certified by a 
qualified medical practitioner to be, a 
person who, by reason of lack of normal 
mental development, is and in the fore- 
seeable future will continue to be depend ° 


(c). Paragraph 27(1)(c), modified 
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(vi) for the care of the taxpayer, his 
spouse or any such dependant in a school, 
institution or other place of care that is 
specially equipped to provide care to 
persons who are physically or mentally 
handicapped and that admits for care 
only persons who are so handicapped, 
(vii) as remuneration for one full-time 
attendant upon the taxpayer, his spouse 
or any such dependant who was totally 
blind at any time in the taxation year and 
required the services of an attendant, 
(viii) for transportation by ambulance to 
or from a public or licensed private 
hospital for the taxpayer, his spouse or 
any such dependant, : 

(ix) for or in respect of an artificial limb, 
iron lung, rocking bed for poliomyelitis 
victims, wheel chair, crutches, spinal bra- 
ce, brace for a limb, iliostomy or co- 
lostomy pad, truss for hernia, artificial 
eye, laryngeal speaking aid, aid to hearing 
or artificial kidney machine for the tax- 
payer, his spouse or any such dependant, 
(x) for eye glasses or other devices for 
the treatment or correction of a defect of 
vision, for the taxpayer, his spouse or any 
such dependant as prescribed by such a 
medical practitioner or an optometrist 
qualified to practise under the laws of the 
place where the expenses were incurred, 
(xi) for an oxygen tent or other equip- 
ment necessary to administer oxygen or 
for insulin, oxygen, liver extract injectible 
for pernicious anaemia or vitamin B12 for 
pernicious anaemia, for use by the tax- 
payer, his spouse or any such dependant 
as prescribed by such a medical prac- 
titioner, 

(xii) for any device or equipment, not 
described in any other subparagraph of 
this paragraph, of a prescribed kind, for 
use by the taxpayer, his spouse or any 
such dependant as prescribed by such a 
medical practitioner, 

(xiii) for drugs, medicaments or other 
preparations or substances (except those 
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thers for his personal needs and _ 


described in subparagraph (xi)) manv- 
factured, sold or represented for use in 
the diagnosis, treatment or prevention of 
a disease, disorder, abnormal physical 
state, or the symptoms thereof or in 
restoring, correcting or modifying an 
organic function, purchased for use by the 
taxpayer, his spouse or any such depend- 
ant as prescribed by such a medical 
practitioner or dentist and as recorded by 
a pharmacist licensed to practise under 
the laws of the place where the expenses 
were incurred, 

(xiv) for laboratory, radiological or other 
diagnostic procedures or services together 


with necessary interpretations, for main- 


taining health, preventing disease or 
assisting in the diagnosis or treatment of 
any injury, illness or disability, for the 
taxpayer, his spouse or any such depend- 
ant as prescribed by such a medical 
practitioner or dentist, or 

(xv) to a person authorized under the 
laws of a province to carry on the 
business of a dental mechanic, for the 


making or repairing of an upper or lower 


denture, or for the taking of impressions, 
bite registrations and insertions in respect 
of the making, producing, constructing 
and furnishing of an upper or lower 
denture, 


ay 4 ‘a 
be 
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if payment of the expenses is proven by 
filing receipts with the Minister; 
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By | Subsection 110(1) 
io (2) $100 in the case of a taxpayer who is an (d). Paragraph 27(1)(ca) 

iste individual, but where a deduction is made 
. under this paragraph in computing the tax- 
able income of the taxpayer for a taxation 
year, 
(i)no deduction may be made under 
paragraph (a) of this subsection in respect 
of gifts made by him in that year in 
computing his taxable income for that or 
a subsequent taxation year, and 
(ii)no deduction may be made under 
paragraph (c) of this subsection in com- 
puting his taxable income for that year; 
Blind (e) $650 if the taxpayer (e). Paragraph 27(1)(d) modified 
Ra per: (i) was totally blind at any time in the 
sons year or was, throughout the whole of the 
ees year, necessarily confined, by reason of 
or wheel illness, injury or affliction, to a bed or 
chair 


wheel chair, and 

(ii) did not include any amount in respect 
of remuneration for an attendant, or care 
in a nursing home, by reason of his 
blindness, illness, injury or affliction in 
calculating a deduction for medical 
expenses under this section for the year; 
and 


Deduction 
for 
payments 
of 
supplement 
under 

Old Age 
Security 
Act 


Charitable 
gifts 


Com- 
muter’s 
charitable 
donations 


Appli- 
cation of 
paras. (1)(a) 
and (b) 


Gifts 

made by 
Canadian 
partnership 


(f) the amount of any supplement under the 

Old Age Security Act or of any similar 

payment under a law of a province, in 

respect of which any amount has been 
included in computing the  taxpayer’s 
- income for the year by virtue of clause 
56(1)(@Xi)(A). 

(2) Where an individual was, during the 
taxation year, a member of a religious order 
and had, as such, taken a vow of perpetual 
poverty, he may, in lieu of the deduction 
permitted by paragraph (1)(@), deduct from his 
income for the year an amount equal to his 
earned income for the year as defined by 
section 63 if, of his income, that amount has 
been paid to the order. 

(3) Where a person resided during the whole 
of a taxation year in Canada near the boundary 
between Canada and the United States of 
America, if 

(a) he commuted to his principal place of 

employment or business in the United 

States, and 

(b) his chief source of income for the year 

was that employment or business, 


a gift made by him in the year to a religious, 
charitable, scientific, literary or educational 
Organization created or organized in or under 
the law of the United States that would be 
allowed as a deduction under the United States 
Internal Revenue Code shall, for the purpose of 
paragraph (1 (a), be deemed to have been made 
to a registered Canadian charitable organi- 
zation. 


(4) Paragraphs (1a) and (6b) do not 
apply to permit a taxpayer to deduct, for the 
purpose of computing his taxable income for a 
taxation year, any amount in respect of gifts 
made by the taxpayer in the year, until the 
amount deductible under those paragraphs in 
respect of gifts made by the taxpayer in the 
immediately preceding year has been deducted. 


(S) Where a person was, at the end of a 
taxation year of a partnership that was a 
Canadian partnership within the meaning 
assigned by section 102, a member of the 
partnership, 
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Subsection 110(1) 


(2). Subsection 27(2) 


(3). Subsection 27(3) 


(4). Subsection 27(3a) 


(f). New 


(5S). New 
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Subsection 110(5) 
(a) his share of any amount that would, if 
the partnership was a person liable to pay 
tax under this Part, be deductible under 
paragraph (1)(@) from its income for the 
year shall be deemed to be a gift made by 
that person, in his taxation year in which the 
taxation year of the partnership ended, to an 
organization described in paragraph (1)(2), 
and 
(>) his share of any amount that would, if 
the partnership was a person liable to pay 
tax under this Part, be deductible under 
paragraph (1)(b) from its income for the 
year shall be deemed to be a gift made by 
that person, in his taxation year in which the 
taxation year of the partnership ended, to 
Her Majesty in right of Canada or a province. 
Certain (6) For the purposes of paragraph (1)(c), (6). New 
aw any premium, contribution or other conside- 
be medical ration paid by the taxpayer pursuant to a 
expenses private health services plan in respect of the 
taxpayer, his spouse and any members of his 
household with whom he is connected by blood 
relationship, marriage or adoption, or in respect 
of any one or more of such persons, shall be 
deemed to be a medical expense paid by the 
taxpayer as described in subparagraph (iii) of 
that paragraph. 
Medical (7) Notwithstanding anything in this Part, (7). Subsection 27(4a), modified 
expenses = there shall not be included in computing the 
where . 
right to medical expenses paid by or on behalf of a 
reimburse- taxpayer or his legal representative any 
. expenses for which the taxpayer or such 
representative has been or is entitled to be 
reimbursed. 
Defini- (8) In this section, (8). New 
tions 
“Private (a) “‘private health services plan” means 
nee (i) a contract of insurance in respect of 
services : 
plan” hospital expenses, medical expenses or 


any combination of such expenses, or 
(ii)a medical care insurance plan or 
hospital care insurance plan or any com- 
bination of such plans, 


“Registered 
Canadian 
amateur 
athletic 
associa- 
tion” 


‘*Registered 
Canadian 
charitable 
organiza- 
tion” 


except any such contract or plan established 
by or pursuant to 


(iii) a law of a province with which the 
Minister of National Health and Welfare 
has entered into an agreement under 
section 3 of the Hospital Insurance and 
Diagnostic Services Act that provides for 
the payment by Canada to the province of 
contributions in respect of the cost of 
insured services incurred by the province 
pursuant to that provincial law, 


(iv) an enactment of the Parliament of 
Canada that authorizes the provision of a 
medical care insurance plan or hospital 
care insurance plan for employees of 
Canada and their dependants and for 
dependants of members of the Royal 
Canadian Mounted Police and the regular 
force where such employees or members 
were appointed in Canada and are serving 
outside Canada, or 
(v) a medical care insurance plan estab- 
lished pursuant to a law of a province 
that satisfies the criteria set forth in 
subsection 4(1) of the Medical Care Act; 
(b) “registered Canadian amateur athletic 
association” means an association that was 
created under any law in force in Canada, 
that is resident in Canada, and that 
(i) is a person described in paragraph 
149(1)(2), and 
(ii) has, as its primary purpose and its 
primary function, the promotion of 
amateur athletics in Canada on a nation- 
wide basis, 
that has applied to the Minister in prescribed 
form for registration, that has been regis- 
tered and whose registration has not been 
revoked under subsection 168(2); and 


(c) “registered Canadian charitable organi- 

zation” means 
(i)a charitable organization in Canada 
exempt from tax under this Part by 
paragraph 149(1)(f) or a corporation or 
trust resident in Canada exempt from tax 
under this Part by paragraph 149(1)(g) 
or (h), or 
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(iii). Paragraph 27(4a\(a) 


(iv). Paragraph 27(4a\(b) 


(v). Paragraph 27(4a)(c) 


(b). New 


(c). Subsection 27(3b), modified 


Losses 
deductible 


Non- 
capital 
losses 


Net 
capital 
losses 


(ii) a branch, section, parish, congregation 
or other division of an organization 
described in subparagraph (i) that receives 
donations on its own behalf, 


that has applied to the Minister in prescribed 
form for registration, that has been regis- 
tered and whose registration has not been 
revoked under subsection 168(2). 


111. (1) For the purpose of computing the 
taxable income of a taxpayer for a taxation 
year, there may be deducted from the income 
for the year such of the following amounts as 
are applicable: 


(a) non-capital losses for the 5 taxation 
years immediately preceding and the tax- 
ation year immediately following the tax- 
ation year, but no amount is deductible in 
respect of non-capital losses from the in- 
come of any year except to the extent of the 
taxpayer’s income for the year minus all 
deductions permitted by the provisions of 
this Division other than this paragraph, 
paragraph (b) or section 109; 


(b) net capital losses for taxation years 
preceding and the taxation year immediately 
following the taxation year, but no amount 
is deductible in respect of net capital losses 
from the income. of any year except to the 
extent of the lesser of 


(i) the amount, if any, by which the 
taxpayer’s income for the year exceeds 
the aggregate of all deductions permitted 
by the provisions of this Division other 
than this paragraph or section 109, and 

(ii) the aggregate of the amount, if any, 
determined under paragraph 3(b) in 
respect of the taxpayer for the year and, 
where the taxpayer is an individual, the 
amount, if any, by which $1,000 exceeds 
the amount determined in respect of him 
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111. (1). Paragraph 27(1)(e), modified 


Restricted 
farm losses 


Net capital 
loss in 
year of 
death 


Limitation 
on deduct- 
ibility 


for the year under subparagraph 3(e)(i); 
and 
(c) restricted farm losses of the taxpayer for 
the 5 taxation years immediately preceding 
and the taxation year immediately following 
the taxation year, but no amount is deduct- 
ible in respect of a restricted farm loss from 


the income for any year except to the extent | 


of the lesser of 


(i) the taxpayer’s income for the year 
minus all deductions permitted by the 
the provisions of this Division other than 
this subsection or section 109, and 


(ii) his incomes for the year from all 
farming businesses carried on by him. 


(2) Where a taxpayer has died in a taxation 
year, in applying paragraph (1)(>) for the 
purpose of computing his taxable income for 
that year and the immediately preceding tax- 
ation year, that paragraph shall be read without 
reference to 

(a) the words “‘the lesser of’’, and 


(b) subparagraph (ii) thereof. 


(3) For the purposes of subsection (1), 

(2) an amount in respect of a non-capital 
loss, net capital loss or restricted farm loss, 
as the case may be, for a taxation year is 
only deductible to the extent that it exceeds 
the aggregate of 


(i) amounts previously deductible in res- 
pect of that loss under this section, and 
(ii) amounts previously subtracted in res- 
pect of that loss under paragraph 
186(1\c) or (d) in determining amounts 
on which tax under Part IV has become 
payable; and 


(b) no amount is deductible in respect of a 
non-capital loss, net capital loss or restricted 
farm loss, as the case may be, for any year 
until 
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(2). New 


(3). Paragraph 27(1e), modified 


Application 
of 

ss. (1) 
where 


change 
in control 


Idem 


Limitation 


(i)in the case of a non-capital loss, the 
deductible non-capital losses, 

(ii) in the case of a net capital loss, the 
deductible net capital losses, and 

(iii) in the case of a restricted farm loss, 
the deductible restricted farm losses, 


for previous years have been deducted. 


(4) Subsection (1) does not apply to permit 
a corporation to deduct, for the purpose of 
computing its taxable income for a taxation 
year, any amount in respect of its net capital 
loss for a preceding year if, before the end of 
the year, control of the corporation has been 
acquired by a person or persons who did not. 
at the end of that preceding year, control the 
corporation. 


(5) Subsection (1) does not apply to permit 
a corporation to deduct, for the purpose of 
computing its taxable income for a taxation 
year, such portion of its non-capital loss for a 
preceding year as may reasonably be regarded 
as its loss from carrying on any particular 
business if 
(a) control of the corporation has been 
acquired, before the end of the year, by a 
person or persons who did not, at the end of 
that preceding year, control the corporation 
and the corporation was not, during the 
year, carrying on that business, or 
(b) control of the corporation was acquired, 
before the end of the year and after the 
winding-up or discontinuance of that busi- 
ness, by a person or persons who did not 
control the corporation at any time during 
that preceding year when that business was 
being carried on. 


(6) For the purposes of paragraph 53(1)() 
and this section, any loss of a taxpayer for a 
taxation year from a farming business shall, 
after the taxpayer disposes of the land used in 
that farming business and to the extent that the 
amount of such loss is required by paragraph 
53(1)(i) to be added in computing the adjusted 
cost base to the taxpayer of the land imme- 
diately before the disposition, be deemed not 
to be a loss. 
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(4). New 


(S). Subsections 27(5) and (Sa), modified 


(6). New 
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Section 111 


Idem (7) For the purposes of this section, any (7). New 

loss of a taxpayer for a taxation year from a 
farming business shall, to the extent that such 
loss is included in the amount of any deduction 
permitted by section 101 in computing his 
income for any subsequent taxation year, be 
deemed not to be a loss of the taxpayer for the 
purpose of computing his taxable income for 
that subsequent year or any taxation year 
subsequent thereto. 
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Definitions (8) In this section, (8). New 
“Net (a) “net capital loss” of a taxpayer for a 
inde taxation year means the amount, if any, by 
which 
(i) the amount determined under sub- 
paragraph 3(e){i) in respect of the tax- 
payer for the taxation year 
exceeds 


(ii) the lesser of 
(A) the amount determined under sub- 
paragraph 3(e)(ii), and 
(B) the amount determined under para- 
graph 3(d) 
in respect of the taxpayer for the taxation 
year; 
“Non- (b) “non-capital loss” of a taxpayer for a 
as taxation year means the amount, if any, by 
which 
(i) the aggregate of all amounts each of 
which is the taxpayer’s loss for the year 
from an office, employment, business or 
property, 
exceeds 


(ii) the amount determined under para- 
graph 3(c) less any amounts deductible 
under section 112 or subsection 113(1) 
from the taxpayer’s income for the year; 
and 
Reference (c) a reference to any amount determined 
eh ; under any paragraph or subparagraph of 
section 3 for a taxation year shall be read as 
a reference to, 


AS) 


Deduction 


of taxable 
dividends 
received 
by corpor- 
ation 
resident in 
Canada 


Dividends 
received 
from non- 
resident 


corporation 


Loss from 
transaction 
involving 
share on 
which 
deductible 
dividend 
received 


(i)in the case of a taxpayer to whom 
section 114 applies in respect of the year, 
the amount determined under any such 
paragraph or subparagraph for the year 
for the purposes of section 114, and 

(ii) in the case of a taxpayer who at no 
time in the year was resident in Canada, 
the amount determined under any such 
paragraph or subparagraph for the year 
for the purposes of section 115. 


112. (1) Where a corporation in a taxation 
year has received a taxable dividend from 

(a) a taxable Canadian corporation, or 

(b) a corporation resident in Canada and 

controlled by it, 


an amount equal to the dividend may be 
deducted from the income of the receiving 


_ corporation for the year for the purpose of 


computing its taxable income. 


(2). Where a corporation in a taxation year 
has received a taxable dividend from a corpo- 
ration that was taxable under subsection 2(3) 
for the year and that has, throughout the 
period from June 18, 1971 to the time when 
the dividend was received, carried on a business 
in Canada through a permanent establishment 
as defined by regulation, an amount equal to 
that proportion of the dividend that the paying 
corporation’s taxable income earned in Canada 
for the immediately preceding year is of the 
whole of the amount that its taxable income 
for that year would have been if it had been 
resident in Canada throughout that year, may 
be deducted from the income of the receiving 
corporation for the taxation year for the 
purpose of computing its taxable income. 


(3) Where an amount in respect of a taxable 
dividend received by a corporation (other than 
a trader or dealer in securities) in a taxation 
year is, by virtue of this section or subsection 
138(6), deductible from the corporation’s in- 
come for the year, the amount of any loss 
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(112. (1). Subsection 28(1), modified 


(2). Subsection 28(10), modified 


(3). New 


Loss sus- 
tained by 
trader or 
dealer in 
securities 


Limitation 
where 
dividend 
received 
by trader 
or dealer 
in secur- 
ities 


arising from transactions with reference to the 
share on which the dividend was received shall, 
unless it is established by the corporation that 


(a) the corporation owned the share 365 
days or longer before the loss was sustained, 
and 


(b) the corporation did not, at the time the 
dividend was received, own more than 5% of 
the issued shares of any class of the capital 
stock of the corporation from which the 
dividend was received, 


be deemed to be the amount of that loss 
otherwise determined, minus the aggregate of 
all amounts received by the corporation in 
respect of taxable dividends on the share, to the 
extent that the amounts thereof 


(c) were deductible from the corporation's 
income for any taxation year by virtue of 
this section or subsection 138(6), and 


(d) were not amounts upon which the cor- 
poration was required to pay tax under Part 
VII. 


(4) The amount of any loss of a trader or 
dealer in securities (whether incorporated or 
otherwise) arising from transactions with refer- 
ence to any share on which an amount in 
respect of a dividend has been-received by him 
shall, unless it is established by him that 


(a) he owned the share 365 days or longer 
before the loss was sustained, and 


(b) he did not, at the time the dividend was 
received, own more than 5% of the issued 
shares of any class of the capital stock of the 
corporation from which the dividend was 
received, 


be deemed to be the amount of that loss 
otherwise determined, minus the aggregate of 
all amounts received by him in respect of tax- 
able dividends on the share to the extent that 
the amounts thereof were not amounts upon 
which he was required to pay tax under Part VII. 


(5) Subsection (1) is not applicable in 
respect of any taxable dividend received by a 
corporation that at the time the dividend was 
received was a trader or dealer in securities, to 
the extent of such portion, if any, of the 
dividend as was paid out of the payer corp- 
oration’s designated surplus. 
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Subsection 112(3) 


(4). New 


(5). New 


When | 
corporation 
controlled ~ 


Deduction 
in respect 
of 
dividend 
received 
from 
foreign 
affiliate 


Additional 
deduction 


(6) In this section, one corporation is con- 
trolled by another corporation if more than 
50% of its issued share capital (having full 
voting rights under all circumstances) belongs 
to the other corporation, to persons with whom 
the other corporation does not deal at arm’s 
length, or to the other corporation and persons 
with whom the other corporation does not deal 
at arm’s length. 


113. (1) Where in a taxation year a cor- 
poration resident in Canada has received a 
dividend on a share owned by it of the capital 
stock of a foreign affiliate of the corporation, 
there may be deducted from the income for the 
year of the corporation for the purpose of 
computing its taxable income for the year, an 
amount equal to the aggregate of 


(a) the amount, if any, by which such 
portion of the dividend as is prescribed to 
have been paid out of the exempt surplus of 
the affiliate exceeds the amount deductible 
under subsection 90(2) in respect of the 
dividend in computing the corporation’s 
income for the year, and 
(6) an amount in respect of such portion of 
the dividend as is prescribed to have been 
paid out of the taxable surplus of the 
affiliate, equal to the lesser of 
(i) that portion of the dividend, and 
(ii) the foreign tax prescribed to be appli- 
cable to that portion of the dividend, plus 
2 times such portion of any income or 
profits tax paid by the corporation to the 
government of a country other than 
Canada as may reasonably be regarded as 
having been paid in respect of that 
portion of the dividend. 


(2) Where, at any particular time in a 
taxation year ending after 1975, a corporation 
resident in Canada has received a dividend ona 
share owned by it at the end of its 1975 
taxation year of the capital stock of a foreign 
affiliate of the corporation, there may be 
deducted from the income for the year of the 
corporation for the purpose of computing its 
taxable income for the year, an amount in 
respect of the dividend equal to the lesser of 
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Section 112 
(6). Subsection 28(5), modified 


113. (1). New 


(2). New 


,, Oo 


Deduction 
in respect 
f 


foreign 


accrual tax 
applicable 


in income 


PATIO, 


(a) the amount, if any, by which the 
amount of the dividend so received exceeds 
the aggregate of 
(i) the deductions in respect of the divi- 
dend permitted by subsections 90(2) and 
(3) in computing the corporation’s in- 
come for the year, and 
(ii) the deduction in respect of the divi- 
dend permitted by subsection (1) from 
the income for the year of the corpo- 
ration for the purpose of computing its 
taxable income, and 
(b) the amount, if any, by which 
(i) the remainder obtained after subtrac- 
ting from 
(A) the adjusted cost base to the cor- 
poration of the share at the end of its 
1975 taxation year 
the aggregate of 


(B) the amount, if any, by which the 
aggregate of amounts required by para- 
graph 92(1)(a) to be added in com- 
puting the adjusted cost base referred 
to in subparagraph (i) exceeds the 
aggregate of amounts required by para- 
graph 92(1)b) to be deducted in 
computing that adjusted cost base, and 
(C) such amounts in respect of divi- 
dends received by the corporation 
after the end of its 1975 taxation year 
and before the particular time as are 
deductible under subsection 90(3) in 
computing the income of the corpora- 
tion for taxation years ending after 
175 | 
exceeds 


(ii) the aggregate of the deductions per- 
mitted by this subsection in respect of 
dividends on the share received by the 
corporation before the particular time. 


(3) Where an amount has been included in 
computing the income for a taxation year of a 
taxpayer resident in Canada by virtue of sub- 
section 91(1), there may be deducted from the 
income of the taxpayer for the year for the 
purpose of computing his taxable income for 
the year, the lesser of the amount so included 
and 


(a) where the taxpayer is an individual, the 


foreign accrual tax applicable to that 
amount, and 


Subsection 113(2) 


(3). New 


Vee Wee ~* ee Bory 


Portion of 
dividend 
deemed 
paid out 
of 

exempt 
surplus 


Limita- 
tion on 
foreign 
accrual 
tax where 
treaty 


Construc- 
tion of 
other 
provi- 
sions 


(b) where the taxpayer is a corporation, 2 
times the foreign accrual tax applicable to 
that amount, plus, where that amount has 
been included in computing the taxpayer’s 
income for the year by virtue of paragraph 
91(1)(b), the foreign tax prescribed to be 
applicable to that amount. 


(4) Such portion of any dividend received at 
any time in a taxation year by a corporation 
resident in Canada on a share owned by it of 
the capital stock of a foreign affiliate of the 
corporation, that was received after the 1971 
taxation year of the affiliate and before the 
affiliate’s 1976 taxation year, as exceeds the 
amount deductible in respect of the dividend 
under subsection 90(3) in computing the cor- 
poration’s income for the year shall, for the 
purposes of paragraph (1)({a), be deemed to be 
the portion of the dividend prescribed to have 
been paid out of the exempt surplus of the 
affiliate. 


(5S) Where any particular amount is re- 
quired by subsection 91(1) to be included in 
computing the income for a taxation year of a 
taxpayer resident in Canada and, by virtue of 
any other law of Canada other than this Act, 
the taxpayer is entitled to a deduction from the 
tax payable by him under this Part for the year 
in respect of such portion of any income or 
profits tax paid by any foreign affiliate of the 
taxpayer to the government of a country other 
than Canada as may reasonably be regarded as 
paid on the particular amount, for the purposes 
of computing any deduction under subsection 
(3) from the taxpayer’s income for the year the 
foreign accrual tax applicable to the particular 
amount shall be computed as if the affiliate had 
paid no such income or profits tax. 


(6) The provisions of this Act, other than 
this section, shall be read and construed as if 
the amount deductible under subsection (3) 
from a taxpayer’s income for a taxation year 
were the amount that, but for subsection (5), 
would have been the amount deductible under 
subsection (3) in computing his income for the 
year. 
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(4). New 


(5S). New 


(6). New 


Meaning of 
‘foreign 
accrual 

tax 
applicable”’ 


Individual 
resident 
in Canada 
during 
part only 
of year 


(7) In this section, “foreign accrual tax 
applicable” to any amount included in com- 
puting a taxpayer’s income by virtue of sub- 
section 91(1) means the portion of any income 
or profits tax paid by a foreign affiliate of the 
taxpayer that may reasonably be regarded as 
applicable. 


114. Where an individual was resident in 
Canada during part of a taxation year, and 
during some other part of the year was not 
resident in Canada, was not employed in 
Canada and was not carrying on business in 
Canada, for the purpose of this Part his taxable 
income for the taxation year is the aggregate of 


(a) his income for the period or periods in 
the year during which he was resident in 
Canada, was employed in Canada or was 
carrying on business in Canada, computed 
as though such period or periods were the 
whole taxation year and as though any 
disposition of property deemed by sub- 
section 48(1) to have been made by virtue 
of the taxpayer’s having ceased to be resi- 
dent in Canada were made in such period or 
periods, and 

(b) the amount that would be his taxable 
income earned in Canada for the year if at 
no time in the year he had been resident in 
Canada, computed as though the portion of 
the year that is not in the period or periods 
referred to in paragraph (a) were the whole 
taxation year, 


minus the aggregate of such of the deductions 
from income permitted for the purpose of 
computing taxable income as may reasonably 
be considered wholly applicable to the period 
or periods referred to in paragraph (a) and of 
such part of any other of the said deductions as 
may reasonably be considered applicable to 
such period or periods. 
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Section 113 
(7). New 


114. Section 29, modified 


Non- 
residents’ 
taxable 
income 
earned in 
Canada 


DIVISION D— TAXABLE INCOME 
EARNED IN CANADA 
BY NON-RESIDENTS 


115. (1) For the purposes of this Act, a 
non-resident person’s taxable income earned in 
Canada for a taxation year is the amount of his 
income for the year that would be determined 
under section 3 if 


(a) he had no income other than 
(i) incomes from the duties of offices and 
employments performed by him in 
Canada, 
(ii) incomes from businesses carried on by 
him in Canada, 
(iti) taxable capital gains from  disposi- 
tions described in paragraph (5), 
(iv) the amount, if any, by which any 
amount required by subsection 106(2) to 
be included in computing his income for 
the year as proceeds of the disposition of 
an income interest in a trust resident in 
Canada exceeds the amount in respect of 
that income interest that would, if he 
had been resident in Canada throughout 
the year, be deductible under subsection 
106(1) in computing his income for the 
year, and 
(v) in the case of a non-resident person 
described in subsection (2), the aggregate 
determined under paragraph (2)(e) in 
respect of him, 
(b) the only taxable capital gains and allow- 
able capital losses referred to in paragraph 
3(b) were taxable capital gains and allowable 
capital losses from dispositions of property 
each of which was a disposition of a prop- 
erty (in this Act referred to as a “taxable 
Canadian property”) that was 
(i) real property situated in Canada or an 
estate or interest therein, 
(ii) any other capital property used by 
him in carrying on a business in Canada, 
(iii)a share of the capital stock of a 
private corporation, or an_ interest 
therein, 
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(iv)a share of the capital stock of a 
corporation (other than a private corpo- 
ration) resident in Canada, or an interest 
therein, if at any time during the 5 years 
immediately preceding the disposition 
thereof not less than 25% of the issued 
shares of any class of the capital stock of 
the corporation belonged to the non- 
resident person, to persons with whom 
the non-resident person did not deal at 
arm’s length, or to the non-resident per- 
son and persons with whom he did not 
deal at arm’s length, 
(v) an interest in a partnership, if at any 
time during the 12 months immediately 
preceding the disposition thereof the fair 
market value of such of the partnership 
property as was property described in 
this paragraph was not less than 50% of 
the aggregate of 
(A) the fair market value at that time 
of all of the partnership property, and 
(B) the amount of any money of the 
partnership on hand at that time, 
(vi) a capital interest in a trust (other 
than a unit trust) resident in Canada, 
(vii) a unit of a unit trust (other than a 
mutual fund trust) resident in Canada, or 
(viii) a unit of a mutual fund trust, if at 
any time during the 5 years immediately 
preceding the disposition thereof not less 
than 25% of the issued units of the trust 
belonged to the non-resident person, to 
persons with whom the non-resident 
person did not deal at arm’s length, or to 
the non-resident person and persons with 
whom he did not deal at arm’s length, 
and 
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(c) the only losses referred to in paragraph 
3(d) were losses from businesses carried on 
by him in Canada, 

minus the aggregate of such of the deductions 
from income permitted for the purpose of 
computing taxable income as may reasonably 
be considered wholly applicable and of such 
part of any other of the said deductions as may 
reasonably be considered applicable. 


(2) Where, in a taxation year, a non-resident 
person was 

(az) a student in full-time attendance at an 
educational institution in Canada that is a 
university, college or other educational insti- 
tution providing courses at a post-secondary 
school level in Canada, 

(b) a student attending, or a teacher teach- 
ing at, an educational institution outside 
Canada that is a university, college or other 
educational institution providing courses at a 
post-secondary school level, who had, in any 
previous year, ceased to be resident in 
Canada in the course of or subsequent to 
moving to attend or to teach at, as the case 
may be, that institution, or 


(c) an individual on leave of absence from 
an office or employment in Canada and in 
receipt of remuneration in respect of that 
office or employment, who had, in any 
previous year, ceased to be resident in 
Canada, 


the following rules apply: 


(d) for the purposes of subsection 2(3) he 
shall be deemed to have been employed in 
Canada in the year, 


(2). New 


Disposition 
by non- 
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(e) for the purposes of subparagraph 
(1)(a)(v), the aggregate determined under 
this paragraph in respect of the non-resident 
person is the aggregate of 
(i) the remuneration referred to in para- 
graph (c) received by him in the year, and 
(ii) amounts that would be required by 


paragraph 56(1)(n) or (0) to be in- 


cluded in computing his income for the 
year if he were resident in Canada 
throughout the year and the references 
therein to “received by the taxpayer in 
the year” were read as references to 
“received by the taxpayer in the year 
from a source in Canada’’; and 


(f) there may be deducted in computing the 
taxable income of the non-resident person 
for the year the amount that would be 
deductible in computing his income for the 
year by virtue of section 62 if 
(i) that section were read without refer- 
ence to paragraph (1)(z) thereof, 
(ii) that section were applicable in com- 
puting the taxable income of non-resident 
persons, and 
(iii) the amounts described in sub- 
paragraph (1)(f)(ii) thereof were the 
amounts described in subparagarph (e)(ii) 
of this subsection. 


116. (1) Where a non-resident person pro- 


poses to dispose of any property that would, if 
he disposed of it, be taxable Canadian property 
of that person other than property described in 
subparagraph 115(1)(b)(iv) or (viii), he may, at 
any time before the disposition, send to the 
Minister a notice setting forth: 


(a) the name and address of the person to 
whom he proposes to dispose of the prop- 
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erty (in this section referred to as the 
“proposed purchaser”’), 

(b) a description of the property sufficient 
to identify it, 

(c) the estimated amount of the proceeds of 
disposition to be received by him for the 
property, and 

(d) the amount of the adjusted cost base to 
him of the property at the time of the 
sending of the notice. 


(2) Where a non-resident person who has 
sent to the Minister a notice under subsection 
(1) in respect of a proposed disposition of any 
property has 

(a) paid to the Receiver General of Canada, 
as or on account of tax under this Part 
payable by him for the year, 25% of the 
amount, if any, by which the estimated 
amount set forth in the notice in accordance 
with paragraph (1)(c) exceeds the amount 
set forth in the notice in accordance with 
paragraph (1)(d), or 

(b) furnished to the Minister security ac- 

ceptable to the Minister in respect of the 

proposed disposition of the property, 


the Minister shall forthwith issue to the non- 
resident person and the proposed purchaser a 
certificate in prescribed form in respect of the 
proposed disposition, fixing therein an amount 
(in this section referred to as the “certificate 
limit’’) equal to the estimated amount set forth 
in the notice in accordance with paragraph 


(1)(¢). 


(3) Every non-resident person who in a 
taxation year has made a disposition of any 
taxable Canadian property of that person other 
than property described in subparagraph 
115(1)(6)(iv) or (viii) shall, not later than 10 
days after the day on which the disposition was 
made, send to the Minister, by registered mail, 
a notice setting forth: 

(a) the name and address of the person to 

whom he disposed of the property, 

(b) a description of the property sufficient 

to identify it, and 
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(c) a statement of the actual proceeds of © 


disposition of the property and the amount 
of its adjusted cost base to him imme- 
diately before the disposition, 
unless the non-resident person has, at any time 
before the disposition, sent to the Minister a 
notice under subsection (1) in respect of any 
proposed disposition of that property and 
(d) the purchaser was the proposed pur- 
chaser referred to in that notice, 
(e) the estimated amount set forth in that 
notice in accordance with paragraph (1)(c) is 
equal to or greater than the actual proceeds 
of disposition of the property, and 


(f) the amount set forth in that notice in 
accordance with paragraph (1)(d) does not 
exceed the adjusted cost base to the non- 
resident person of the property immediately 
before the disposition. 


(4) Where a non-resident person who has 
sent to the Minister a notice under subsection 
(3) in respect of a disposition of any property 
has 

(a) paid to the Receiver General of Canada, 

as Or on account of tax under this Part 

payable by him for the year, 25% of the 
amount, if any, by which the actual pro- 
ceeds of disposition of the property exceed 
the adjusted cost base to him of the prop- 
erty immediately before the disposition, or 


(5) furnished to the Minister security ac- 
ceptable to the Minister in respect of the 
disposition of the property, 
the Minister shall forthwith issue to the non- 
resident person and the purchaser a certificate 
in prescribed form in respect of the disposition. 


(S) Where in a taxation year a purchaser has 
acquired from a non-resident person any of that 
non-resident person’s taxable Canadian prop- 
erty other than property described in sub- 


paragraph 115(1)\\iv) or (viii), 
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(a) the purchaser is liable to pay, as tax 
under this Part for the year on behalf of the 
non-resident person, 15% of the amount, if 
any, by which 
(i) the cost to the purchaser of the 
property so acquired 
exceeds 


(ii) the certificate limit fixed by any 
certificate under subsection (2) issued to 
him by the Minister in respect of the 
property, 
and is entitled to deduct or withhold from 
any amount paid or credited by him to the 
non-resident person or otherwise recover 
from the non-resident person any amount 
paid by him as such tax; and 
(b) at such time, if any, as any certificate 
under subsection (4) is issued to him by the 
Minister in respect of the property, the 
purchaser ceases to be liable under this 
subsection to pay any amount as tax under 
this Part for the year on behalf of the 
non-resident person. 


DIVISION E — COMPUTATION OF TAX 


Subdivision a — Rules Applicable 
to Individuals 


1972 117. (1) The tax payable by an individual 117. (1). Subsection 32(1), modified 
i under this Part upon his taxable income or 
taxable income earned in Canada, as the case 
may be, (in this subdivision referred to as the 
“amount taxable’) for the 1972 taxation year 
iS : 
(a2) 17% of the amount taxable if the 
amount taxable does not exceed $500, 


(b) $85 plus 18% of the amount by which 
the amount taxable exceeds $500 if the 
amount taxable exceeds $500 and does not 
exceed $1,000, 

(c) $175 plus 19% of the amount by which 
the amount taxable exceeds $1,000 if the 
amount taxable exceeds $1,000 and does 
not exceed $2,000, 

(d) $365 plus 20% of the amount by which 
the amount taxable exceeds $2,000 if the 
amount taxable exceeds $2,000 and does 
not exceed $3,000, 

(e) $565 plus 21% of the amount by which 
the amount taxable exceeds $3,000 if the 
amount taxable exceeds $3,000 and does 
not exceed $5,000, 

(f) $985 plus 23% of the amount by which 
the amount taxable exceeds $5,000 if the 
amount taxable exceeds $5,000 and does 
not exceed $7,000, 


(g) $1,445 plus 25% of the amount by 
which the amount taxable exceeds $7,000 if 
the amount taxable exceeds $7,000 and does 
not exceed $9,000, 


(A) $1,945 plus 27% of the amount by 
which the amount taxable exceeds $9,000 if 
the amount taxable exceeds $9,000 and does 
not exceed $11,000, 


(i) $2,485 plus 31% of the amount by 
which the amount taxable exceeds $11,000 
if the amount taxable exceeds $11,000 and 
does not exceed $14,000, 


(7) $3,415 plus 35% of the amount by 
which the amount taxable exceeds $14,000 
if the amount taxable exceeds $14,000 and 
does not exceed $24,000, 

(kK) $6,915 plus 39% of the amount by 
which the amount taxable exceeds $24,000 
if the amount taxable exceeds $24,000 and 
does not exceed $39,000, 

(J) $12,765 plus 43% of the amount by 
which the amount taxable exceeds $39,000 
if the amount taxable exceeds $39,000 and 
does not exceed $60,000, 

(m) $21,795 plus 47% of the amount by 
which the amount taxable exceeds $60,000 
if the amount taxable exceeds $60,000. 
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(2) The tax payable by an individual under 
this Part upon his taxable income or taxable 
income earned in Canada, as the case may be, 
(in this subdivision referred to as the “amount 
taxable”) for the 1973 taxation year is 


(a) 15% of the amount taxable if the 
amount taxable does not exceed $500, 


(b) $75 plus 18% of the amount by which 
the amount taxable exceeds $500 if the 
amount taxable exceeds $500 and does not 
exceed $1,000, 
(c) $165 plus 19% of the amount by which 
the amount taxable exceeds $1,000 if the 
amount taxable exceeds $1,000 and does 
not exceed $2,000, 
(d) $355 plus 20% of the amount by which 
the amount taxable exceeds $2,000 if the 
amount taxable exceeds $2,000 and does 
not exceed $3,000, 
(e) $555 plus 21% of the amount by which 
the amount taxable exceeds $3,000 if the 
~ amount taxable exceeds $3,000 and does 
not exceed $5,000, 
(f) $975 plus 23% of the amount by which 
the amount taxable exceeds $5,000 if the 
amount taxable exceeds $5,000 and does 
not exceed $7,000, 
(g) $1,435 plus 25% of the amount by 
which the amount taxable exceeds $7,000 if 
the amount taxable exceeds $7,000 and does 
not exceed $9,000, 
(h) $1,935 plus 27% of the amount by 
which the amount taxable exceeds $9,000 if 
the amount taxable exceeds $9,000 and does 
not exceed $11,000, 
(i) $2,475 plus 31% of the amount by 
which the amount taxable exceeds $11,000 
if the amount taxable exceeds $11,000 and 
does not exceed $14,000, 
(j) $3,405 plus 35% of the amount by 
which the amount taxable exceeds $14,000 
if the amount taxable exceeds $14,000 and 
does not exceed $24,000, 
(k) $6,905 plus 39% of the amount by 
which the amount taxable exceeds $24,000 
if the amount taxable exceeds $24,000 and 
does not exceed $39,000, 
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(2) $12,755 plus 43% of the amount by 
which the amount taxable exceeds $39,000 
if the amount taxable exceeds $39,000 and 
does not exceed $60,000, . 

(m) $21,785 plus 47% of the amount by 
which the amount taxable exceeds $60,000 
if the amount taxable exceeds $60,000. 


(3) The tax payable by an individual under 
this Part upon his taxable income or taxable 
income earned in Canada, as the case may be, 
(in this subdivision referred to as the “amount 
taxable”) for the 1974 taxation year is 

(a) 12% of the amount taxable if the 

amount taxable does not exceed $500, 

(6) $60 plus 18% of the amount by which 

the amount taxable exceeds $500 if the 

amount taxable exceeds $500 and does not 
exceed $1,000, 

(c) $150 plus 19% of the amount by which 

the amount taxable exceeds $1,000 if the 


amount taxable exceeds $1,000 and does 
not exceed $2,000, 


(2) $340 plus 20% of the amount by which 
the amount taxable exceeds $2,000 if the 
amount taxable exceeds $2,000 and does 
not exceed $3,000, 


(e) $540 plus 21% of the amount by which 
the amount taxable exceeds $3,000 if the 
amount taxable exceeds $3,000 and does 
not exceed $5,000, 

(f) $960 plus 23% of the amount by which 
the amount taxable exceeds $5,000 if the 
amount taxable exceeds $5,000 and does 
not exceed $7,000, 

(g) $1,420 plus 25% of the amount by 
which the amount taxable exceeds $7,000 if 
the amount taxable exceeds $7,000 and does 
not exceed $9,000, 

(A) $1,920 plus 27% of the amount by 
which the amount taxable exceeds $9,000 if 
the amount taxable exceeds $9,000 and does 
not exceed $11,000, 

(i) $2,460 plus 31% of the amount by 
which the amount taxable exceeds $11,000 
if the amount taxable exceeds $11,000 and 
does not exceed $14,000, 

() $3,390 plus 35% of the amount by 
which the amount taxable exceeds $14,000 
if the amount taxable exceeds $14,000 and 
does not exceed $24,000, 
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(k) $6,890 plus 39% of the amount by 
which the amount taxable exceeds $24,000 
if the amount taxable exceeds $24,000 and 
does not exceed $39,000, 
(2) $12,740 plus 43% of the amount by 
which the amount taxable exceeds $39,000 
if the amount: taxable exceeds $39,000 and 
does not exceed $60,000, 
(m) $21,770 plus 47% of the amount by 
which the amount taxable exceeds $60,000 
if the amount taxable exceeds $60,000. 
1975 (4) The tax payable by an individual under (4). Subsection 32(1), modified 
hig this Part upon his taxable income or taxable 
income earned in Canada, as the case may be, 
(in this subdivision referred to as the “amount 
taxable”) for the 1975 taxation year is 
(a) 9% of the amount taxable if the amount 
taxable does not exceed $500, 
(b) $45 plus 18% of the amount by which 
the amount taxable exceeds $500 if the 
amount taxable exceeds $500 and does not 
exceed $1,000, 
(c) $135 plus 19% of the amount by which 
the amount taxable exceeds $1,000 if the 
amount taxable exceeds $1,000 and does 
not exceed $2,000, 
(d) $325 plus 20% of the amount by which 
the amount taxable exceeds $2,000 if the 
amount taxable exceeds $2,000 and does 
not exceed $3,000, 
(e) $525 plus 21% of the amount by which 
the amount taxable exceeds $3,000 if the 
amount taxable exceeds $3,000 and does 
not exceed $5,000, 
(f) $945 plus 23% of the amount by which 
the amount taxable exceeds $5,000 if the 
amount taxable exceeds $5,000 and does 
not exceed $7,000, 
(g) $1,405 plus 25% of the amount by 
which the amount taxable exceeds $7,000 if 
the amount taxable exceeds $7,000 and does 
not exceed $9,000, 
(h) $1,905 plus 27% of the amount by 
which the amount taxable exceeds $9,000 if 
the amount taxable exceeds $9,000 and does 
not exceed $11,000, 
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(i) $2,445 plus 31% of the amount by 
which the amount taxable exceeds $11,000 
if the amount taxable exceeds $11,000 and 
does not exceed $14,000, 
(7) $3,375 plus 35% of the amount by 
which the amount taxable exceeds $14,000 
if the amount taxable exceeds $14,000 and 
does not exceed $24,000, 
(kK) $6,875 plus 39% of the amount by 
which the amount taxable exceeds $24,000 
if the amount taxable exceeds $24,000 and 
does not exceed $39,000, 
(2) $12,725 plus 43% of the amount by 
which the amount taxable exceeds $39,000 
if the amount taxable exceeds $39,000 and 
does not exceed $60,000, 
(m) $21,755 plus 47% of the amount by 
which the amount taxable exceeds $60,000 
if the amount taxable exceeds $60,000. 
1976 and (S) The tax payable by an individual under (5). Subsection 32(1), modified 
subseauent this Part upon his taxable income or taxable 
yearsrates income earned in Canada, as the case may be, 
(in this subdivision referred to as the “‘amount 
taxable”) for the 1976 and subsequent taxation 
years is 
(2) 6% of the amount taxable if the amount 
taxable does not exceed $500, 
(b) $30 plus 18% of the amount by which 
the amount taxable exceeds $500 if the 
amount taxable exceeds $500 and does not 
exceed $1,000, 
(c) $120 plus 19% of the amount by which 
the amount taxable exceeds $1,000 if the 
amount taxable exceeds $1,000 and does 
not exceed $2,000, 
(d) $310 plus 20% of the amount by which 
the amount taxable exceeds $2,000 if the 
amount taxable exceeds $2,000 and does 
not exceed $3,000, 
(e) $510 plus 21% of the amount by which 
the amount taxable exceeds $3,000 if the 
amount taxable exceeds $3,000 and does 
not exceed $5,000, 
(f) $930 plus 23% of the amount by which 
the amount taxable exceeds $5,000 if the 
amount taxable exceeds $5,000 and does 
not exceed $7,000, 
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(g) $1,390 plus 25% of the amount by 
which the amount taxable exceeds $7,000 if 
the amount taxable exceeds $7,000 and does 
not exceed $9,000, 


(h) $1,890 plus 27% of the amount by 
which the amount taxable exceeds $9,000 if 
the amount taxable exceeds $9,000 and does 
not exceed $11,000, 

(i) $2,430 plus 31% of the amount by 
which the amount taxable exceeds $11,000 
if the amount taxable exceeds $11,000 and 
does not exceed $14,000, 


(j) $3,360 plus 35% of the amount by 
which the amount taxable exceeds $14,000 
if the amount taxable exceeds $14,000 and 
does not exceed $24,000, 

(k) $6,860 plus 39% of the amount by 
which the amount taxable exceeds $24,000 
if the amount taxable exceeds $24,000 and 
does not exceed $39,000, 


(2) $12,710 plus 43% of the amount by 
which the amount taxable exceeds $39,000 
if the amount taxable exceeds $39,000 and 
does not exceed $60,000, 


(m) $21,740 plus 47% of the amount by 
which the amount taxable exceeds $60,000 
if the amount taxable exceeds $60,000. 
Special (6) An individual, other than an individual (6). Subsection 32(2), modified 
wea of a prescribed class, whose amount taxable for 
a taxation year is $12,000 or less may, in lieu 
of the tax under subsection (1), (2), (3), (4) 
or (5), as the case may be, pay a tax computed 
in accordance with a prescribed table which 
shall be prepared in accordance with the fol- 
lowing rules: 
(a) the table shall be divided into ranges of 
amounts not exceeding $10 each and specify 
the tax payable on every amount taxable 
within each range; and 
(b) the tax payable on amounts taxable 
within one of the ranges referred to in 
paragraph (a) shall be the tax under sub- 
section (1), (2), (3), (4) or (5), as the 
case may be, on the average of the highest 
and lowest amounts in the range. 
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(7) Where the tax otherwise payable by a 
taxpayer for a taxation year under this Part is 
greater than the aggregate of 

(a) the tax that would be payable by the 

taxpayer if the taxpayer could deduct in 

‘computing his taxable income for the year a 

payment described in paragraph 110(1)(c) 

in respect of any person who would be a 

dependant (in respect of whom the taxpayer 

could make a deduction from his income 
for the year) if that person’s income for the 
year were not in excess of $1,600, and 


(b) the amount by which the income of the 
person described in paragraph (a) exceeds 
$1,600, 
the tax otherwise payable for the year under 
this Part may be reduced to that aggregate. 


(8) Where 


(a) the tax otherwise payable by a tax- 
payer for a taxation year under this Part is 
greater than it would be if no amount 
were included in computing the income of 
his spouse for the year by virtue of sub- 
section 82(1), and 
(b) no tax is payable by the spouse for the 
year, 
the tax payable by the taxpayer for the year 
under this Part may be reduced by the amount 
included in computing the income of the 
spouse for the year by virtue of paragraph 


82(1)(d). 
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118. (1) Notwithstanding section 117, 
where, in the case of an individual who was 
resident in Canada throughout the taxation 
year immediately preceding a particular tax- 
ation year (which particular taxation year is 
hereafter in this section referred to as the 
“year of averaging’), any excess remains when 
(a) the greater of 110% of his income for the 
immediately preceding taxation year and 
120% of the quotient obtained when 
(i) the aggregate of all amounts each of 
which is the individual’s income for a 
taxation year in the period of such of the 
consecutive taxation years (not exceeding 
4) immediately preceding the year of 
averaging as were years throughout which 
he was resident in Canada 
is divided by 
(ii) the number of years in the period 
described in subparagraph (i) 
is deducted from 
(b) the individual’s income for the year of 
averaging, 


(which excess is hereafter in this subsection 
referred to as the “averaging excess’’), the tax 
payable by the individual under this Part upon 
his amount taxable for the year of averaging is 
the aggregate of 
(c) the amount that would be determined 
under section 117 for the individual for the 
year of averaging if his amount taxable for 
the year were the remainder, if any, ob- 
tained when the averaging excess is deducted 
from the individual’s amount taxable for the 
year computed without regard to this sub- 
section, and 
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(d) 5 times the amount, if any, by which 
(i) the amount that would be determined 
under section 117 for the individual for 
the year of averaging if his amount 
taxable for the year of averaging were the 
aggregate of the remainder described in 
paragraph (c) and an amount equal to 1/5 
of the lesser of the averaging excess and 
the individual’s amount taxable for the 
year of averaging 

exceeds 
(ii) the amount determined under para- 


graph (c). 


(2) Notwithstanding section 117, where, in 


the case of an individual who 


(a) at no time during a taxation year (in this 
section referred to as the “year of 
averaging”) and the immediately preceding 
taxation year was resident in Canada, and 


(b) in each of those years, performed the 
duties of one or more offices or employ- 
ments in Canada or carried on one or more 
businesses in Canada, 


any excess remains after 


(c) the greater of 110% of his income for 
the immediately preceding taxation year and 
120% of the quotient obtained when 
(i) the aggregate of all amounts each of 
which is the individual’s income for a 
taxation year in the period of such of the 
consecutive taxation years (not exceeding 
4) immediately preceding the year of 
averaging as were years 
(A) throughout which he was not 
resident in Canada, and 
(B) for which he has filed a return of 
income under this Part 
is divided by 
(ii) the number of years in the period 
described in subparagraph (i), 


is deducted from 
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(d) the individual’s income for the year of 
averaging, 
(which excess is hereafter in this subsection 
referred to as the “averaging excess’’), the tax 
payable by the individual under this Part for 
the year of averaging is the aggregate of 
(e€) the amount that would be determined 
under section 117 for the individual for the 
year of averaging if his amount taxable for 
the year were the remainder, if any, ob- 
tained when the averaging excess is deducted 
from the individual’s amount taxable for the 
year computed without regard to this sub- 
section, and 
(f) 5 times the amount, if any, by which 
(i) the amount that would be determined 
under section 117 for the individual for 
the year of averaging if his amount 
taxable for the year of averaging were 
the aggregate of the remainder described 
in paragraph (e) and an amount equal to 
1/5 of the lesser of the averaging excess 
and the individual’s amount taxable for 
the year of averaging 


exceeds 
(ii) the amount determined under para-— 
graph (e). 


Rules (3) For the purposes of this section the (3). New 

applicable ; ; 

in deter. following rules apply: ) 

mining (a) the income of an individual for a taxa- 

ol tion year, at no time during which he was 
resident in Canada, shall be deemed to be 
the amount that would be determined under 
Division D to be his taxable income for the 
year if subsection 115(1) were read without 
reference to the words following paragraph 
(c) thereof; 
(b) a taxpayer’s income for any taxation 
year described in paragraph (1)(a@) or (2)(c) 
as a taxation year preceding a year of 
averaging shall be deemed to be an amount 
equal to the greater of $1,600 and his 


Averaging 
for farmers 
and 
fishermen 


ate 
_ Subsection 118(3) 


income for the year otherwise determined 
for the purposes of this Part; 
(c) any taxation year included in an “aver- 
aging period”, within the meaning assigned 
that expression in section 119, pursuant to 
an election made by him under that section 
that was not revoked by him, shall not be 
included in the period referred to in para- 
graph (1)(a) or (2c), as the case may be; 
and 
(d) where a taxpayer has died in a year of 
averaging, 
(i) paragraphs (1)\(a) and (2)(c) shall be 
read as if the references therein to 
“110%” and “120%” were read as re- 
ferences to “100%”, and 
(ii) subsections (1) and (2) are not appli- 
cable in respect of the year if the tax- 
payer’s legal representative has made an 
election under subsection 70(2) in respect 
of the taxpayer’s income for that year. 


119. (1) Where an individual’s chief source 
of income has been farming or fishing for a 
taxation year (in this section referred to as the 
“year of averaging’) and the 4 immediately 
preceding years for which he has filed returns 
of income as required by this Part (in this 
section referred to as the “‘preceding years’’), if 
the individual, on or before the day on or 
before which he was required to file a return of 
his income for the year of averaging, or on or 
before the day on or before which he would 
have been required to file such a return if any 
tax had been payable by him for the year of 
averaging, files with the Minister an election in 
prescribed form, the tax payable under this Part 
for the year of averaging is an amount de- 
termined by the following rules: 


(a) ascertain the amount, if any, remaining 
after deducting from the income for each 
year of the averaging period (which, in this 
section, means the year of averaging and the 
preceding years) all deductions permitted for 
that year by Division C except the de- 
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119. (1). Subsection 42(1), modified 


ductions permitted by section 109 or any 
amount in respect of a loss for the year 
immediately following the year of averaging; 


(b) determine the amount (in this section 

referred to as the “average gross income”) 

equal to 1/5 of the amount by which 
(i) the aggregate of the amounts de- 
termined under paragraph (a) for the 
years in the averaging period, 

exceeds 
(ii) the aggregate of the amounts that 
would be deductible in respect of the 
losses for the taxation years in the aver- 
aging period in computing the taxable 
income for the year immediately fol- 
lowing the year of averaging if the in- 
dividual’s income from the same business 

_ for that year were the aggregate of the 
amounts determined under paragraph (a) 
for the years in the averaging period; 


(c) determine the amount (in this section 
referred to as the “average net income”) for 
each year in the averaging period equal to 
the average gross income minus the de- 
ductions permitted for that year by section 
109; 


(dq) determine the amount (in this section 
referred to as the “average tax’) for each 
year in the averaging period equal to the tax 
that would be payable under this Part for 
the year if the taxable income for the year 
were the average net income for the year; 
and 


(e) deduct from the aggregate of the average 
taxes as determined under paragraph (d) for 
the years in the averaging period the aggre- 
gate of the taxes payable under this Part for 
the preceding years; 


aig 


Subsection 119(1) 


th 
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2 Election 
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| Idem 


and the remainder obtained under paragraph (e) oh 
is the tax payable under this Part for the year — 


of averaging and no further deduction may be 
made therefrom under any other provision of 
this Part. 


(2) Where this section is applicable to the 
computation of an individual’s tax for a taxa- 
tion year and the aggregate of the taxes payable 
under this Part for the preceding years exceeds 
the aggregate of the average taxes as determined 
under paragraph (1)(d@) for the years in the 
averaging period, the excess shall be deemed to 
be an overpayment made when the notice of 
assessment for the year of averaging was mailed. 


(3) The provisions of this Part relating to 
the assessment of tax, interest and penalties 
apply mutatis mutandis to an assessment 
whereby, for the purposes of this section, it is 
determined by the Minister that no tax is 
payable under this Part for the year of aver- 
aging or that an overpayment has been made as 
described in subsection (2). 


(4) An election under subsection (1) is a 
nullity unless the earliest of the “preceding 
years’ is one of the 6 years immediately prior 
to the year of averaging. . 


(5) An election filed under subsection (1) 
may be revoked by the individual 

(a) at any time before the Minister has first 

assessed his tax for the year of averaging, or 

(b) during the 30 days’ period immediately 

following any assessment by the Minister of 

his tax for the year of averaging. 


(2). Subsection 42(2), modified 


(3). Subsection 42(2a) 


(4). Subsection 42(3) 


(5S). Subsection 42(4), modified 
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(6) No election may be filed under this 
section for a taxation year if the averaging 
period resulting from the election would in- 
clude a year that was included in an averaging 
period resulting from a previous election that 
has not been revoked under subsection (5). 


(7) For the purposes of subsection (1), 

(a) rents dependent on the lessee’s gross 
production in the course of farming or 
fishing, and 

(b) income from a trust or estate to the 
extent that it can reasonably be regarded as 
having been derived from farming or fishing, 


shall be deemed to be income from farming or 
fishing. 


(8) Any amount in respect of a loss de- 
ducted in making a calculation under paragraph 
(1)(a) shall, for the purpose of section 111, be 
deemed to have been deducted in respect of 
that loss under this Act; and any amount in 
respect of a loss included in computing an 
ageregate for the purpose of subparagraph 
(1)(b)(ii) shall, for the purpose of section 111, 
be deemed to have been deductible in respect 
of that loss under this Act. 


120. (1) There shall be added to the tax 
otherwise payable under this Part by an indi- 
vidual for a taxation year an amount that bears 
the same relation to 30% of the tax otherwise 
payable under this Part by him for the year that 

(a) his income for the year, other than his 

income earned in the year in a province, 
bears to 

(b) his income for the year. 


(2) There may be deducted from the tax 
otherwise payable under this Part by an in- 
dividual for a taxation year an amount that 
bears the same relation to 3% of the tax 
otherwise payable under this Part by him for 
the year that 

(a) his income earned in the year in a 

province providing schooling allowances, 


°, 
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120. (1). New 


(2). Subsection 33(1), modified 
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within the meaning of the Youth Allowances 
Act, 


bears to 


(b) his income for the year. 
(3) A reference in subsections (1) and (2) to 


“his income for the year” means 


(a) in the case of an individual to whom 
section 114 applies who was resident in 
Canada during part of the year and during 
some other part of the year was not resident 
in Canada, the amount that would be de- 
termined under that section to be his taxable 
income for the year if that section were 
read without reference to the words 
following paragtaph (b) thereof; and 

(b) in the case of an individual to whom 
section 115 applies who was not resident in 
Canada at any time in the taxation year, the 
amount that would be determined under 
Division D to be his taxable income for the 
year if subsection 115(1) were read without 
reference to the words following paragraph 
(c) thereof. 


(4) In this section, 


(a) “income eared in the year in a prov- 
ince” means amounts determined under 
rules prescribed for the purpose by regula- 
tions made on the recommendation of the 
Minister of Finance; 


(6) “province” does not include the North- 
west Territories or the Yukon Territory; and 


(c) “tax otherwise payable under this Part” 

means 
(i) where a taxpayer’s tax for the taxation 
year in respect of which the expression is 
being applied is computed in accordance 
with the table prescribed under sub- 
section 117(6), the tax so computed, and 
(ii)in any other case the amount that, 
but for this section, would be the tax 
payable by a taxpayer under this Part for 
the taxation year in respect of which the 
expression is being applied if the taxpayer 
were not entitled to any deduction under 
section 126 or 127. 


—— Heian re i SON ks EIS ages CRIN Aa 5 ras ™s 
. ~ ort , b 4 Pe es Oo a 
* Yaa ae Pian 3g » a) 

. 4 as a ‘ ol # * 4 ¥ 


Subsection 120(2) 


(3). Subsection 33(2), modified 


(4). Subsection 33(3), modified 
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‘De 121. There may be deducted from the tax 121. New 
BP aysbie otherwise payable under this Part by an in- 
dividends _—_ dividual for a taxation year 4/5 of any amount 
‘d that is, by paragraph 82(1)(b), required to be 
included in computing his income for the year. 


Tax 122. (1) Notwithstanding section 117, the 122. (1). New 
ee amount determined under that section to be 
vivos trust the tax payable under this Part by an inter 
vivos trust other than a mutual fund trust 
upon its amount taxable for a taxation year is 
the greater of 
(a) 39% of its amount taxable for the year, 
and 


(b) the amount otherwise determined there- 
under to be its tax payable under this Part 
upon its amount taxable for the year. 


Application (2) Subsection (1) is not applicable for a (2). New 
ofss.(1) taxation year of an inter vivos trust other 
than a mutual fund trust if the trust 
(a) was established before June 18, 1971, 
(b) was resident in Canada on June 18, 
1971 and without interruption thereafter 

until the end of the year, 
(c) did not carry on any active business in 
the year, | 
(d) has not received any property by way of 
gift since June 18, 1971, and 
(ce) has not, after June 18, 1971, incurred 
(i) any debt, or 
(ii) any other obligation to pay an 
amount, 
to, or guaranteed by, any person with 
whom any beneficiary of the trust was not 
dealing at arm’s length. 


_ Tax pay- (3) Notwithstanding subsection 117, the (3). New 
Bae by amount determined under that section to be | 
fundtrust the tax payable under this Part by a mutual 

. fund trust upon its amount taxable for a 


taxation year is the aggregate of 


ay Ps 


te 
on 30% of the eae Or 


ae By dispositions of property exceeds the 
}: ass a) aggregate of its allowable capital losses 
Ee } for the year from dispositions of property 
y A and the amount, if any, deductible under 
| i ar paragraph 111(1)(b) from its income for 


u the year for the purpose of computing 
ae its taxable income, and 
(ii) its taxable income for the year, and 
eas ; (b) the greater of 
‘ (i) 39% of the amount, if any, by which 
the amount determined under subpara- 
graph (a)(ii) exceeds the amount deter- 
mined under subparagraph (a)(i), and 
(ii) the amount that would, but for this 
subsection, be determined under section 
117 to be its tax payable under this 
Part upon its amount taxable for the 
year if its amount taxable were equal to 
the amount of the excess described in 
subparagraph (i). 


Subdivision b — Rules Applicable 
| To Corporations 


‘Rate for 123. The tax payable by a corporation 
‘Corporations in der this Part upon its taxable income or 
taxable income earned in Canada, as the case 


cA eae to cae ee 8 > Tears Aer 
: : : or lr << 


he may be, (in this section referred to as the 
Bh “amount taxable”) for a taxation year is, 
: except where otherwise provided, 50% of the 


ne amount taxable. 
et 
"Deduction 124. (1) There may be deducted from the 


from cor- 3 j 
“poration tax otherwise payable by a corporation under 


tax this Part for a taxation year an amount equal to 
pis 10% of the corporation’s taxable income earned 
P in the year in a province other than the 


y Northwest Territories or the Yukon Territory. 


cated (i) the amount, if any, aie which ae - tee 
et ie taxable capital gains for the year from 


123. Subsection 39(1), modified 


124. (1). Subsection 40(1) 


(2) There may be deducted from the tax 
otherwise payable under this Part for a taxa- 
tion year ending after 1976 by a corporation 
resident in Canada, an amount equal to 15% of 
| the lesser of 
if (a) its taxable production profits from min- 
eral resources earned in the year in a 
province, and 
(b) the amount, if any, by which its tax- 
able income earned in the year in a pro- 
vince exceeds the aggregate of 
(i) 4 times the amount, if any, deducti- 
ble under section 125 from the tax for 
the year otherwise payable by it under 
this Part, and 


(ii) its Canadian investment income and 
its foreign investment income (within the 
meanings assigned by subsection 129(4)) 
for the year. 


Crown (3) No deduction may be made under this 
en section from the tax otherwise payable under 
this Part for a taxation year by a corporation 

specified in Schedule D to the Financial 
Administration Act that is an agent of Her 


Majesty. 
Definitions (4) In this section, 
“Taxable (a) “taxable income earned in the year in a 
Bees in province” means the amount determined 
the year in under rules prescribed for the purpose by 
aprovince” —_ regulations made on the recommendation of 
the Minister of Finance; and 
“Taxable (b) “taxable production profits from min- 
ee eral resources earned in the year in a 
earned in province’? means the amount determined 
ech under rules prescribed for the purpose by 
province” regulations made on the recommendation of 
the Minister of Finance. 
Small 125. (1) There may be deducted from the 
eee tax otherwise payable under this Part for a 


taxation year by a corporation that was, 
throughout the year, a Canadian-controlled 
private corporation, an amount equal to 25% of 
the least of 
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(a) the amount, if any, by which 
(i) the aggregate of all amounts each of 
which is the income of the corporation 
for the year from an active business 
carried on in Canada, 


exceeds 


(ii) the aggregate of all amounts each of 
which is a loss of the corporation for the 
year from an active business carried on in 
Canada, 
(6) the amount, if any, by which the 
corporation’s taxable income for the year 
exceeds the aggregate of 


(i) 10/4 of the aggregate of amounts 
deducted under subsection 126(1) from 
the tax for the year otherwise payable by 
it under this Part, and 


(ii) 2 times the aggregate of amounts 
deducted under subsection 126(2) from 
the tax for the year otherwise payable by 
it under this Part, — 
(c) the corporation’s business limit for the 
year, and 


(dq) the amount, if any, by which the cor- 
poration’s total business limit for the year 
exceeds its cumulative deduction account at 
the end of the immediately preceding taxa- 
tion year. 


(2) For the purposes of this section, 


(a) a corporation’s “business limit” for a 
taxation year is $50,000, and 


(b) its “total business limit” for a taxation 
year is $400,000, unless the corporation is 
associated in the year with one or more 
other Canadian-controlled private corpora- 
tions in which case, except as otherwise 
provided in this section, its business limit for 
the year is nil and its total business limit for 
the year is nil. 


(3) Notwithstanding subsection (2), if 


(a) all of the Canadian-controlled private 
corporations of a group that are associated 
with each other in a taxation year have filed 
with the Minister in prescribed form an 
agreement whereby, for the purposes of this 
section, 
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Subsection 1251} 


(2). New 


(3). Subsection 39(3), modified 


Failure to 
file 
agreement 


(i) they allocate an amount to one or 
more of them for the taxation year and 
the amount so allocated or the aggregate 
of the amounts so allocated, as the case 
may be, is $50,000, and 
(ii) they allocate an amount to one or 
more of them for the taxation year and 
the amount so allocated or the aggregate 
of the amounts so allocated, as the case 
may be, is $400,0G0, and 
(b) the amount so allocated under sub- 
paragraph (a)(ii) to each such corporation 
for the taxation year is not less than that 
corporation’s cumulative deduction account 
at the end of the immediately preceding 
taxation year, 


the business limit for the year of each of the 
corporations is the amount so allocated to it 
under paragraph (a) and the total business limit 
for the year of each of the corporations is the 
amount so allocated to it under paragraph (0). 


(4) If any of the Canadian-controlled 
private corporations of a group that are 
associated with each other in a taxation year 
has failed to file with the Minister an agreement 
as contemplated by subsection (3) within 30 
days after notice in writing by the Minister has 
been forwarded to any of them that such an 
agreement is required for the purpose of any 
assessment of tax under this Part, the Minister 
shall, for the purpose of this section, 


(a) allocate an amount to one or more of 
them for the taxation year, which amount or 
the aggregate of which amounts, as the case 
may be, shall equal $50,000, and 

(b) allocate an amount to one or more of 
them for the taxation year, which amount or 
the aggregate of which amounts, as the case 
may be, shall equal $400,000, 


and in any such case, notwithstanding sub- 
section (2), the business limit for the year of 
each of the corporations is the amount so 
allocated to it under paragraph (a) and the total 
business limit for the year of each of the 
corporations is the amount so allocated to it 
under paragraph (b). 


B95" 
Subsection 125(3) 


(4). Subsection 39(3a), modified 


(5) Where a Cane engine private var aids © 
| poration has 2 taxation yearsending in the same ana ip ill) hols Res ah 
ins end ' ~ calendar year (otherwise than by reason of a > sts | Pay Whee Beit Me ac A Be Sy 
year —_——s change ~made in the usual and accepted fiscal | . . | 
7 period of the corporation) and is associated in 
, each of those taxation years with another 
Bost Canadian-controlled private corporation that 
Sue has only one taxation year ending in the calen- 
ays dar year, notwithstanding anything in this sec- 
tion, the business limit of the first-mentioned 
corporation under this Part for the second 
taxation year ending in the calendar year is nil. 


ars 
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petinitions (6) In this section, (6). New 
“Canadian- (a) “Canadian-controlled private corpora- 
controlled SPRL . : ; 
_ private tion means a private corporation that is a 
‘ton Canadian corporation other than a corpora- 
tii tion controlled, directly or indirectly in any 
« manner whatever, by one or more non- 
” resident persons, by one or more public 
4 corporations or by any combination thereof; 
¢ and 


th 6 4 » 3° 
Be romuulative (b) “cumulative deduction account” of a 


: “eee corporation at the end of any taxation year 
iN means the amount, if any, by which the 
4 aggregate of 

vf ae 


(i) the corporation’s taxable incomes for 
taxation years commencing after 1971 
and ending not later than the end of the 
particular year, or 


(ii) 4/3 of the amounts deductible under 
section 112 from the corporation’s in- 
comes for those years 


exceeds the aggregate of 

i” (iii) 4/3 of the taxable dividends paid by 
the corporation in those years, 
(iv) 4 times the amount, if any, by which 
the aggregate of all amounts of tax under 
Part V payable by the corporation for 
those years exceeds the aggregate of all 
amounts of tax under that Part refund- 

_ able to the corporation for those years, 
and ) 


| Subsection 125(6) 


(v)4 times the amount, if any, by which 
the corporation’s refundable dividend tax 
on hand (within the meaning assigned by 
subsection 129(3)) at the end of the 
particular year exceeds its dividend re- 
fund (within the meaning assigned by sub- 
section 129(1)) for the particular year. 


Subdivision c — Rules Applicable to 


All Taxpayers 
Foreign 126. (1) A taxpayer who was resident in 126. (1). Subsection 41(1), modified 
hejuction Canada at any time in a taxation year may — 


deduct from the tax for the year otherwise 
payable under this Part an amount equal to 


(a) such part of any non-business-income 
tax paid by him for the year to the govern- 
ment of a country other than Canada (ex- 
cept, where the taxpayer is a corporation, 
any such tax or part thereof that may 
reasonably be regarded as having been paid 
by the taxpayer in respect of income from 
a share of the capital stock of a foreign 
affiliate of the taxpayer) as the taxpayer 
may claim, } 
not exceeding, however, 


(b) that proportion of the tax for the year 
otherwise payable under this Part that 
(i) the aggregate of the taxpayer’s in- 
comes from sources in that country 
(A) for the year, if section 114 is not 
applicable, or - 
(B) if section 114 is applicable, for the 
period or periods in the year referred 
to in paragraph (a) thereof, 
on the assumption that 


(C) no businesses were carried on by 
him, and 


Idem 


(D) where the taxpayer is a corpora- 
tion, it had no income from shares of 
the capital stock of a foreign affiliate 
of the taxpayer, 
is of 
(ii) the taxpayer’s income 
(A) for the year, if section 114 is not 
applicable, or 
(B) if section 114 is applicable, for the 
period or periods in the year referred 
to in paragraph (a) thereof, 
minus any amounts deductible under 
paragraph 111(1)(b) or section 112 or 
113 for the year or such period or 
periods, as the case may be. 


(2) Where a taxpayer who was resident in 
Canada at any time in a taxation year carried 
on business in the year in a country other than 
Canada, he may deduct from the tax for the 
year otherwise payable by him under this Part 
an amount equal to 

(a) such part of the aggregate of the bu- 

siness-income tax paid by him for the year 

in respect’ of businesses carried on by him 
in that country and his foreign-tax carry- 
over in respect of that country for the year 
as the taxpayer may claim 

not exceeding, however, 


(b) that proportion of the tax for the year 
Otherwise payable by him under this Part 
that 
(i) the taxpayer’s incomes 
(A) for the year, if section 114 is not 
applicable, or 
(B) if section 114 is applicable, for the 
period or periods in the year referred 
to in paragraph (a) thereof, 
from businesses carried on by him in that 
country 
is of 
(ii) the taxpayer’s income 
(A) for the year, if section 114 is not 
applicable, or 
(B) if section 114 is applicable, for the 
period or periods in the year referred 
to in paragraph (a) thereof, 


ble tt 
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not 
included 


minus any amounts deductible under 
paragraph 111(1)(b) or section 112 or 
BES tor they year’ or such’. period or 
periods, as the case may be. 


(3) In addition to any other deduction 
permitted by this section, an individual who 
was resident in Canada at any time in a taxation 
year may deduct from the tax for the year 
Otherwise payable under this Part an amount 
equal to the least of 

(a) an amount paid to an organization, as 
defined for the purposes of section 3 of 
the Privileges and Immunities (International 
Organizations) Act, by whom he was em- 
ployed, in payment of a levy (the proceeds 
of which are used to defray expenses of the 
organization) computed by reference to the 
remuneration received by him in the year 
from the organization in a manner similar to 
the manner in which income tax is com- 
puted, 

(b) that proportion of the tax for the year 

otherwise payable under this Part that 

(i) the remuneration by reference to 
which the levy was computed, 

is of 

(ii) the taxpayer’s income for the year, 
and 


(c) that proportion of the amount referred 
to in paragraph (@) so paid to the orga- 
nization that 
(i) the amount included in computing the 
taxpayer’s income for the year from 
employment with the organization 
is of 
(ii) the amount that would be included in 
computing the taxpayer’s income for the 
year from employment with the orga- 
nization if this Act were read without 
reference to paragraph 81(1)\(@). 


(4) For the purposes of this Act, an income 
or profits tax paid to the government of a 
country other than Canada by a person resident 
in Canada does not include a tax, or that 
portion of a tax, imposed by that country that 
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so 


would not be imposed if the person were not — 
entitled under this section or under section 


113 to a deduction in respect thereof. 


(5) A tax paid to the government of a 
country other than Canada may, subject to 
prescribed conditions, be deemed, for the pur- 
poses of this Act, to be an income or profits tax 
paid to the government of that country. 


(6) For greater certainty, where a taxpayer’s 
income for a taxation year is in whole or in part 
from sources in more than one country other 
than Canada, subsections (1) and (2) shall be 
read as providing for separate deductions in 
respect of each of the countries other than 
Canada. 


(7) In this section, 
(a) “business-income tax” paid by a tax- 
payer for a taxation year in respect of 
businesses carried on by him in a country 
other than Canada (in this paragraph refer- 
red to as the “business country’) means 
such portion of any income or profits tax 
paid by him for the year to the government 
of any country other than Canada or to a 
state, province or other political subdivision 
of any such country as 
(i) may reasonably be regarded as tax in 
respect of the income of the taxpayer 
from any business carried on by him in 
the business country, and 
(ii) was not deductible by virtue of sub- 
section 20(12) in computing the tax- 
payer’s income for the year; 


(b) “foreign-tax carryover” of a taxpayer in 
respect of a country for a taxation year 
means the lesser of 
(i) the amount, if any, by which 
(A) the amount determined under pa- 
ragraph (2)(@) in respect of the tax- 
payer for the immediately preceding 
taxation year in respect of that 
country, 
exceeds 


(5). Subsection 41(6), modified 


(6). Subsection 41(2) — 


(7). New 


oar Subsection 126(7) 
- (B) the amount determined under pa- 
ragraph (2)(b) in respect of the tax- 
payer for the immediately preceding 
taxation year in respect of that 
; country, and 
(ii) the aggregate of all amounts each of 
which is an amount in respect of one of 
the 5S immediately preceding taxation 
years, equal to the amount, if any, by 
which 
(A) the business-income tax paid by 
him for the year in respect of bu- 
sinesses carried on by him in that 
country 
exceeds 
(B) the amount determined under pa- 
ragraph (2)(b) in respect of the tax- 
payer for the year in respect of that 
country; 


“Non- (c) “non-business-income tax” paid by a 
| ee: taxpayer for a taxation year to the govern- 
tax”’ ment of a country other than Canada means 
such portion of any income or profits tax 
paid by him for the year to the government 
of that country, or to the government of a 
state, province or other political subdivision 
of that country, as 
(i) was not included in computing the 
taxpayer’s business-income tax for the 
year in respect of any business carried on 
by him in any country other than Ca- 
nada, and 
(ii) was not deductible by virtue of sub- 
section 8(9) or subsection 20(11) or (12) 
in computing the taxpayer’s income for 
the year 


plus such additional amount as may be 
prescribed in respect of income or profits 
tax paid to the government of that country 
on a dividend received by the taxpayer or by 
a foreign affiliate of the taxpayer; and 


“Tax for (d) “tax for the year otherwise payable 

heel under this Part” means 

otherwise 

payable _ (i)in paragraphs (1\(b) and (3)(b), the 

og AUR tax for the taxation year otherwise paya- 
ble under this Part before making any 
deduction under section 121, subsection 
124(2), section 125, section 127 or this 


section, and 
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Subsection 126(7) 
(ii) in paragraph (2)(b), the tax for the 
taxation year otherwise payable under 
this Part before making any deduction 
under subsection 120(2) or section 121, 
124, 125, 127 or this section or by virtue 
of section 6 of the Established Programs 
(Interim Arrangements) Act. 


Logging 127. (1) There may be deducted from the 127. (1). Subsection 41A(1), modified 
eae tion t@X Otherwise payable by a taxpayer under this 
Part for a taxation year an amount equal to the 
lesser of 
(a) 2/3 of any logging tax paid by the 
taxpayer to the government of a province in 
respect of income for the year from logging 
operations in the province, and 
(b) 6 2/3% of the taxpayer’s income for the 
year from logging operations in the province 
referred to in paragraph (a), 


except that in no case shall the aggregate of 
amounts in respect of all provinces that would 
otherwise be deductible under this section from 
the tax otherwise payable by the taxpayer 
under this Part for the year exceed 6 2/3% of 
the taxpayer’s taxable income for the year or 
taxable income earned in Canada for the year, 
as the case may be, minus, where the taxation 
year ends after 1975, the lesser of 


(c) the amount, if any, in respect of the 
taxpayer determined under paragraph 
124(2)(a) for the year, and 


(dq) the amount, if any, in respect of the 
taxpayer determined under paragraph 
124(2)(b) for the year. 


Definitions (2) In subsection (1), (2). Subsection 41A(2), modified 
“Income for (a) “income for the year from logging 

the year : : - 39 A 

Pat Pexite operations in the province has the meaning 
operations assigned by regulation; and 

in the 

province’’ 
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| Subsection 127(2) 
(b) “logging tax” means a tax imposed by 

the legislature of a province that is declared 


by regulation to be a tax of general appli- 
cation on income from logging operations. 


DIVISION F — SPECIAL RULES APPLICABLE 
IN CERTAIN CIRCUMSTANCES 


Bankruptcies 


Where 128. (1) Where a corporation has become a 128. (1). Subsection 65A(1), modified 
lalaniad bankrupt, the following rules are applicable: 
ankrupt 
(a) the trustee in bankruptcy shall be 
deemed to be the agent of the bankrupt for 
all purposes of this Act; 
(b) the. estate of the bankrupt shall be 
deemed not to be a trust or an estate for the 
purposes of this Act; 


(c) the income and the taxable income of 
the corporation for any taxation year of the 
corporation during which it was a bankrupt 
and for any subsequent year shall be cal- 
culated as if 
(i) the property of the bankrupt did not 
pass to and vest in the trustee in bank- 
ruptcy on the receiving order being made 
or the assignment filed but remained 
vested in the bankrupt, and 
(ii) any dealing in the estate of the 
bankrupt or any act performed in the 
carrying on of the business of the bank- 
rupt estate by the trustee was done as 
agent on behalf of the bankrupt and any 
income of the trustee from such dealing 
or carrying on is income of the bankrupt 
and not of the trustee; 
(d) a taxation year of the corporation shall 
be deemed to have commenced on the day 
the corporation became a bankrupt and a 
taxation year of the corporation that would 
otherwise have ended after the corporation 
became a bankrupt shall be deemed to have 
ended on the day immediately before the 
day on which the corporation became a 
bankrupt; 


- ‘ é 
ae. Va kd, 2 be 


(e) where, in the case of any taxation year _ 
pee of the corporation ending during the period Sata Ne ONS Be ey 
Mae the corporation: “is -a: bankrupt, theseor ©). 25 IN 9G) Sta Aen ee ee 
hye aS poration fails to pay any tax payable by the | 7 
| corporation under this Act for any such 
a9 year, the corporation and the trustee in 
Maes bankruptcy are jointly and severally liable to 
i) pay the tax, except that 

i (i) the trustee is only liable to the extent 
bes of the property of the bankrupt in his 
Rieke § possession, and 
‘ y : (ii) payment by either of them shall 
3 discharge the joint obligation; 


(f) in the case of any taxation year of the 
corporation ending during the period the 
corporation is a bankrupt, the corporation 
shall be deemed not to be associated with _ 
any other corporation in the year; and 


(g) where an absolute order of discharge is 
granted in respect of the corporation, for the 
purposes of section 111 any loss of the 
corporation for any taxation year preceding 
the year in which the order of discharge was 
granted is not deductible by the corporation 
in computing its taxable income for the 
taxation year of the corporation in which 
the order was granted or any subsequent 
year. 


Where (2) Where an individual has become abank- (2). Subsection 65A(2), modified 
peycual rupt; the following rules are applicable: . 


bankrupt 
(2) the trustee in bankruptcy shall be 
deemed to be the agent of the bankrupt for 
all purposes of this Act; 


(b) the estate of the bankrupt shall be 
deemed not to be a trust or an estate for the 
purposes of this Act; 


(c) the income and the taxable income of 
the individual for any taxation year during 
which he was a bankrupt and for any 
subsequent year shall be calculated as if 


(i) the property of the bankrupt did not 
pass to and vest in the trustee in bank- 
-ruptcy on the receiving order being made 
or the assignment filed but remained 
vested in the bankrupt, and 
(ii) any dealing in the estate of the 
bankrupt or any act performed in the 
carrying on of the business of the bank- 
rupt estate by the trustee was done as 
agent on behalf of the bankrupt and any 
income of the trustee from such dealing 
or carrying on is income of the bankrupt 
and not of the trustee; 


(d) a taxation year of the individual shall be 
deemed to have commenced on the day in 
the calendar year that the individual became 
a bankrupt and his taxation year that would 
otherwise have ended on the last day of that 
calendar year shall be deemed to have ended 
on the day immediately before the day on 
which the individual became a bankrupt; 


(e) where the individual was a bankrupt at 
any time in a calendar year the trustee shall, 
within 90 days from the end of the year, file 
a return with the Minister, in prescribed 
form, on behalf of the individual of the 
individual’s income for any taxation year 
occurring in the calendar year computed as 
if 
(i) the only income of the individual for 
such taxation year was the income for the 
year, if any, arising from dealings in the 
estate of the bankrupt or acts performed 
in the carrying on of the business of the 
bankrupt by the trustee, and 
(ii)in computing taxable income, the 
individual was not entitled to any de- 
duction permitted by Division C for such 
taxation year except any deduction per- 
mitted by section 111, 
and the trustee is liable to pay any tax 
payable under this Part by the individual in 
respect of such taxable income for such 
taxation year; 


B35: 


Subsection 128(2) 


“Bankrupt” 
and “‘estate 
of the 
bankrupt” 
defined 


(f) notwithstanding paragraph (e), the indi- 
vidual shall file a separate return of his 
income for any taxation year during which 
he was a bankrupt, computed as if 
(i) the income required to be reported in 
respect of the year by the trustee under 
paragraph (e) was not the income of the 
individual, 
(ii) in computing income, the individual 
was not entitled to deduct any loss 
sustained by the trustee in the year in 
dealing with the estate of the bankrupt or 
in carrying on the business of the bank- 
rupt, and 
(iii) in computing taxable income, the 
individual was not entitled to any de- 
duction under section 111 with respect to 
any losses for a previous taxation year, 
and the individual is liable to pay any tax 
payable under this Part by him in respect of 
such taxable income for the taxation year; 


(g) where an absolute order of discharge is 
granted in respect of the individual, for the 
purpose of section 111 any loss of the 
individual for a taxation year preceding the 
year in which the order of discharge was 
granted is not deductible by the individual in 
computing his taxable income for the tax- 
ation year in which the order was granted or 
any subsequent year; and 


(1) where, in a taxation year commencing 
after an order of discharge has been granted 
in respect of the individual, the trustee deals 
in the estate of the individual who was a 
bankrupt or performs any act in the carrying 
on of the business of such individual, para- 
graphs (e), (f) and (g) shall apply as if the 
individual were a bankrupt in the year. 


(3) In this section, “bankrupt” and “estate 


of the bankrupt” have the meanings assigned by 
the Bankruptcy Act. 


SIG hits 
Subsection 128(2) 


(3). Subsection 65A(3) 


Dividend 
refund to 
private 
corporation 


Applica- 
tion to 
other 
liability 


‘*Refunda- 
ble dividend 
tax on 
hand”’ 


Private Corporations 


129. (1) Where a corporation was, through- 
out a taxation year, a private corporation, 
if a return of its income for the year has 
been made within 4 years from the end of the 
year the Minister 


(a) may, upon mailing the notice of assess- 
ment for the year, refund without appli- 
cation therefor an amount (in this Act 
referred to as its “dividend refund” for the 
year) equal to the lesser of 
(i) 1/3 of all taxable dividends paid by it 
in the year on shares of its capital stock, 
and 
(ii) its refundable dividend tax on hand at 
the end of the year; and 
(b) shall make such a refund after mailing 
the notice of assessment if application there- 
for has been made in writing by the corpo- 
ration within 4 years from the end of the 
year. 


(2) Instead of making a refund that might 
otherwise be made under subsection (1), the 
Minister may, where the corporation is liable or 
about to become liable to make any payment 
under this Act, apply the amount that would 
Otherwise be refundable to that other liability 
and notify the corporation of that action. 


(3) In this section, “refundable dividend tax 
on hand” of a private corporation at the end of 
a taxation year means the aggregate of amounts 
each of which is an amount in respect of that or 
any previous taxation year during or after 
which it last became a private corporation, 
equal to the aggregate of the tax under Part IV 
payable by it for the year and the least of 
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129. (1). New 


(2). New 


(3). New 


Bes ati 
. Wet $3 cay 


at een 


ents of its Ganiden inveanent income 


edie for the year and its foreign investment _ Unite Maat 8 14 nf 
income for the year exceeds the amount +S SOREL NC RSET Sale MRC, Sa ne 
ae, deductible under paragraph 111(1)(b) from ‘3 

Ne ce the corporation’s income for the year, 


if Os (b) the amount, if any, by which the aggre- 3 \ 
ae gate of | 

; (i) 25% of the corporation’s Canadian 
Ri investment income for the year, and 


‘ . (ii) the amount, if any, by which 40% of 
an the corporation’s foreign investment in- 
ie come for the year exceeds the aggregate : 
4 | of amounts deducted under subsection 
. if 126(1) from the tax for the year other- 


ai 


wise payable by it under this Part, 


exceeds 25% of the amount deductible under 
paragraph 111(1)(b) from the corparaHon: S 
income for the year, 


(c) 25% of the amount, if any, by which the 
corporation’s taxable income for the year 
exceeds the aggregate of 
(i) 4 times the amount, if any, deductible 
under section 125, 
| (ii) 10/4 of the aggregate of amounts 
x i deducted under subsection 126(1), and 
(iii) 2: times the aggregate of amounts 
deducted under subsection 126(2) 
from the tax for the year otherwise payable 
by it under this Part, and 


(d) the amount, if any, by which the tax for 
the year otherwise payable by it ‘under this 
Part exceeds the aggregate of 
(i) the amount, if any, deductible Codes 
subsection 124(2), and 
(ii) the amount, if any, deductible under 
section 127 


~ 


“os ass Pe x eS vik ee a = = | 5 
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from the tax for the year otherwise payable 
by it under this Part, 
minus the aggregate of the corporation’s divi- 
dend refunds for previous taxation years. 
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Section 129 
(4) In subsection (3), : (4). New 
(a) “Canadian investment income” of a 
; corporation for a taxation year means the 
7 ean amount, if any, by which the aggregate of 
_ income» (i) the amount, if any, by which the 
_ defined : 
aggregate of such of the corporation’s 
taxable capital gains for the year from 
dispositions of property as may rea- 
sonably be considered to be income 
from sources in Canada exceeds the aggre- 
gate of such of the corporation’s allow- 
able capital losses for the year from 
dispositions of property as may reason- 
ably be considered to be losses from 
sources in Canada, 
(ii) all amounts each of which: is the 
corporation’s income for the year (other 
than exempt income or any dividend the 
amount of which was deductible under 
section 112 from its income for the year) 
from a source in Canada that is a pro- 
perty, determined, for greater certainty, 
after deducting all outlays and expenses 
deductible in computing the corpo- 
ration’s income for the year to the extent 
that they may reasonably be regarded as 
having been made or incurred for the 
purpose of earning the income from that 
property, 
(iii) all amounts each of which is the 
corporation’s income for the year (other 
than exempt income) from a source in 
Canada that is a business other than an 
active business, determined, for greater 
certainty, after deducting all outlays and 
expenses deductible in computing the 
corporation’s income for the year to the 
extent that they may reasonably be re- 
garded as having been made or incurred 
for the purpose of earning the income 
from that business, 


exceeds the aggregate of amounts each of 
which is a loss of the corporation for the 
year from a source in Canada that is a 
property or business other than an active 
business; and 


Deduction 
from tax 


Applica- 
tion of 
ss. 131(1) 
to (3) 
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(b) “foreign investment income” of a cor- 
poration for a taxation year means the 
amount, if any, by which 
(i) the amount that would be determined 
under paragraph (a) in respect of the 
corporation for the year if the references 
in paragraph (a) to “in Canada” were read 
as references to “outside Canada”’, 
exceeds 


(ii) the aggregate of all amounts de- 
ductible under section 113 from the 
corporation’s income for the year. 


Investment Corporations 


130. (1) A corporation that was, through- 
out a taxation year, an investment corporation 
may deduct from the tax otherwise payable 
by it under this Part for the year an amount 
equal to 25% of the amount, if any, by 
which its taxable income for the year exceeds 
its taxed capital gains for the year. 


(2) Where a corporation was, throughout a 
taxation year, an investment corporation other 
than a mutual fund corporation, subsections 
131(1) to (3) are applicable in respect of the 
corporation for the year 


(a) as if the corporation had been a mutual 
fund corporation throughout that and all 
previous taxation years ending after 1971 
throughout which it was an investment 
corporation, and 

(b) as if its capital gains redemptions for 
that and all previous taxation years ending 
after 1971, throughout which it would, but 
for the assumption made by paragraph (a), 
not have been a mutual fund corporation, 
were nil. 


Subsection 129/ 4) 


130. (1). Section 69, modified 


(2). New 


O08 a Ae one aaa any a 
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Section 130 
Meaning of (3) For the purposes of this section, (3). Subsection 69(3), modified 


expressions 


“investment (4) a corporation is an investment corpo- 
Baba aeebes ration throughout any taxation year in 
tion” and : ’ : : 
“taxed respect of which the expression is being 

capital applied if it complied with the following 

ains” cigs 

: conditions: 


(i) it was throughout the year a Canadian 
corporation that was a public corpora: 
tion, 

(ii) at least 80% of its property through- 
out the year consisted of shares, bonds, 
marketable securities or cash, 

(iii) not less than 95% of its income for 
the year was derived from, or from 
dispositions of, investments described in 
subparagraph (ii), 

(iv) not less than 85% of its gross revenue 
for the year was from sources in Canada, 
(v) not more than 25% of its gross reve- 
nue for the year was from interest, 


(vi) at no time in the year did more than 
10% of its property consist of shares, 
bonds or securities of any one corpo- 
ration or debtor other than Her Majesty 
in right of Canada or of a province or a 
Canadian municipality, 
(vii) none of its shareholders at any time 
in the year held more than 25% of the 
issued shares of the capital stock of the 
corporation,and |. 
(viii) an amount not less than 85% of the 
aggregate of | 
(A) 75% of the amount, if any, by 
which its taxable income for the year 
exceeds its taxed capital gains for the 
year, and 
(B) any taxable dividends received by 
it in the year to the extent of the 
amount thereof deductible under 
section 112 or 113 from its income 
for the year, 


(less any dividends or interest received by 
it in the form of shares, bonds or other 
securities that had not been sold before 
the end of the year) was distributed to its 
shareholders before the end of the year; 
and 


Election 
re capital 
gains 
dividend 


(b) the amount of the taxed capital gains of 
a taxpayer fora taxation year is the amount, 
if any, by which 
(i) its taxable capital gains for the year 
from dispositions of property 


exceeds 


(ii) the aggregate of its allowable capital 
losses for the year from dispositions of 
property and the amount, if any, deduc- 
tible under paragraph 111(1)(b) for the 
purpose. of computing its taxable income 
for the year. 


Mutual Fund Corporations 


131. (1) Where at any particular time after 
1971 a dividend has become payable by a 
corporation that was, throughout the taxation 
year in which the dividend became payable, a 
mutual fund corporation, to shareholders of 
any class of shares of its capital stock, if the 
corporation so elects in respect of the full 
amount of the dividend, in prescribed manner 
and prescribed form and at or before the 
particular time or the first day on which any 
part of the dividend was paid if that day is 
earlier than the particular time, 


(a) the dividend shall be deemed to be a 
capital gains dividend to the extent that it 
does not exceed the corporation’s capital 
gains dividend account at the particular 
time; and 
(b) notwithstanding anything in this Act, 
any amount received by a taxpayer in a 
taxation year as , on account or in lieu of 
payment of, or in satisfaction of the divi- 
dend shall not be included in computing his 
income for the year as income from a share 
of the capital stock of the corporation, but 
shall be deemed to be a capital gain of the 
taxpayer for the year from the disposition of 
capital property. 


e 4 
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131. (1). New 
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_ Capital 
gains 
_ refund to 
mutual 
fund 
corpora- 
tion 


Application 
to other 
liability 


Application 
of s. 84 


(2) Where a corporation was, throughout a 
taxation year, a mutual fund corporation, if a 
return of its income for the year has been made 
within 4 years from the end of the year the 
Minister 

(a) may, upon mailing the notice of assess- 

ment for the year, refund without appli- 

cation therefor an amount (in this section 
referred to as its “capital gains refund” for 
the year) equal to the lesser of 
(i) 20% of the aggregate of 
(A) all capital gains dividends paid by 
the corporation in the year, and 
(B)its capital gains redemptions for 
the year, and : 
(ii) the corporation’s refundable capital 
gains tax on hand at the end of the year; 
and 


(b) shall make such a refund after mailing 
the notice of assessment if application there- 
for has been made in writing by the corpo- 
ration within 4 years from the end of the 
year. 


(3) Instead of making a refund that might 
otherwise be made under subsection (2), the 
Minister may, where the corporation is liable or 
about to become liable to make any payment 
under this Act, apply the amount that would 
otherwise be refunded to that other liability 
and notify the corporation of that action. 


(4) Section 84 does not apply to deem a 
dividend to have been paid by a corporation to 
any of its shareholders, or to deem any of the 
shareholders of a corporation to have received a 
dividend on any shares of the capital stock of 
the corporation, if at the time the dividend 
would, but for this subsection, be deemed by 
section 84 to have been so paid or received, as 
the case may be, the corporation was a mutual 
fund corporation. 


Section 131 


(2). New 


(3). New 


(4). New 


Dividend 
referred 
to mutual 
fund 


corporation 


Definitions 


“Capital 
gains 
redemp- 
tions” 


(5) A corporation that was, throughout a 


taxation year, a mutual fund corporation other 
than an investment corporation shall, for the 
purposes of paragraph 87(2)(aa), section 129 
and Part IV, be deemed to have been a private 
corporation throughout the year, except that 


(a) for the purposes of section 129 its 
refundable dividend tax on hand at the end 
of the year shall be deemed to be the 
amount, if any, by which 
(i) the aggregate of amounts each of 
which is an amount in respect of the year 
or any previous taxation year throughout 
which it is deemed by this subsection to 
have been a private corporation, equal to 
the tax under Part IV payable by it for 
that year, 


exceeds 


(ii) the aggregate of amounts each of 
which is the corporation’s dividend re- 
fund for any previous taxation year des- 
cribed in subparagraph (i); and 
(b) in its application to the corporation in 
respect of the year, subsection 186(1) shall 
be read without reference to paragraph (b) 
thereof. 


(6) In this section, 


(a) “capital gains redemptions” of a mutual 
fund corporation for a taxation year means 
that proportion of 

(i) the aggregate of 


(A) 5 times its refundable capital gains 
tax on hand at the end of the year, 
and 
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Section 131 
(5S). New 


(6). New 
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Subsection 131(6) 


(B) the amount, if any, by which the 
fair market value at the end of the 
year of all of the issued shares of its 
capital stock exceeds the aggregate of 
the cost amounts to it at the end of 

- the year of all of its properties and the 
amount of any money of the corpo- 
ration on hand at that time, 


that 
(ii) the aggregate of amounts paid by it in 
the year on the redemption of shares of 
its capital stock 

is of 
(iii) the aggregate of the fair market value 
at the end of the year of all of the issued 
shares of its capital stock and the amount 
determined under subparagraph (ii) in 
respect of the corporation for the year, 


“Capital (b) “capital gains dividend account” of a 
idend mutual fund corporation at any time means 
account” the amount, if any, by which 


(i) the aggregate of its capital gains from 
dispositions of property before that time 
while it was a mutual fund corporation, 
exceeds 
(ii) the aggregate of 
(A) its capital losses from dispositions 
of property before that time while it 
was a mutual fund corporation, 
(B) all capital gains dividends that 
became payable by the corporation 
before that time and after the end of 
the last taxation year ending before 
that time, and 
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“Dividend 


refund”’ 


“Refundable 


capital 
gains tax 
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“Taxed 
capital 
gains”’ 
defined 


Meaning of 
expression 
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fund 
corpora- 
tion” 


(C) all amounts each of which is an 
amount in respect of any taxation year 
of the corporation ending before that 
time throughout which it was a mutual 
fund corporation, equal to 5 times its 
capital gains refund for that year; 

(c) “dividend refund” of a corporation fora 

taxation year has the meaning assigned by 

subsection 129(1); 


(d) “refundable capital gains tax on hand” 

of a mutual fund corporation at the end ofa 

taxation year means the amount, if any, by 

which 
(i) the aggregate of amounts each of 
which is an amount in respect of that or 
any previous taxation year throughout 
which it was a mutual fund corporation, 
equal to 40% of the lesser of its taxable 
income for the year and its taxed capital 
gains for the year, 

exceeds 
(ii) the aggregate of amounts each of 
which is an amount in respect of any 
previous taxation year throughout which 
it was a mutual fund corporation, equal 
to its capital gains refund for the year. 


(7) In subsection (6), “taxed capital gains” 
of a taxpayer for a taxation year has the 
meaning assigned by subsection 130(3). 


(8) For the purposes of this Act, a cor- 
poration is a mutual fund corporation at 
any time in a taxation year if at that 
time 

(a) it was a Canadian corporation that was a 

public corporation, 

(b) its only undertaking was the investing of 

funds of the corporation, and 


(c) the issued shares of the capital stock of 
the corporation included shares having con- 
ditions attached thereto that included 
conditions requiring the corporation to 
accept, at the demand of the holder thereof 


> ee \\ 
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(7). New 


(8). New 


and at prices determined and payable in 
accordance with the conditions, the sur- 
render of the shares, or fractions or parts 
thereof, that are fully paid, and 


(i) the fair market value of such of the 
issued shares of its capital stock as had 
conditions attached thereto that included 
such conditions 


was not less than 95% of 
; 
i 
i 


(ii) the fair market value of all of the 
issued shares of the capital stock of the 
corporation 


(such fair market values being determined 
without regard to any voting rights attaching 
q to shares of the capital stock of the 
corporation). 


Mutual Fund Trusts 


Capital 132. (1) Where a trust was, throughout a 
cee eno taxation year, a mutual fund trust, if a return 
fund trust Of its income for the year has been made within 


4 years from the end of the year the Minister 


(2) may, upon mailing the notice of assess- 
ment for the year, refund without applica- 
tion therefor an amount (in this section 
referred to as its “capital gains refund” for 
rc; the year) equal to the lesser of 

(i) 20% of the trust’s capital gains re- 
; demptions for the year, and 

(ii) the trust’s refundable capital gains tax 

on hand at the end of the year; and 

(b) shall make such a refund after mailing 
the notice of assessment if application there- 
for has been made in writing by the trust 
within 4 years from the end of the year. 


Application (2) Instead of making a refund that might 
i Date otherwise be made under subsection (1) the 
: Minister may, where the trust is liable or about 
to become liable to make any payment under 
this Act, apply the amount that would other- 
wise be refunded to that other liability and 
notify the trust of that action. 


Subsection 131 (8) 


132. (1). New 


(2). New 
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Application (3) In its application in respect of a mutual (3). New | 
of 104(20) fund trust, subsection 104(20) shall be read 
as if paragraph (a) thereof were read 


(a) without the reference therein to “other 
than a taxable dividend’’, and 


(b) as if the reference therein to “a div- 


idend’” were read as a reference to “a 
capital dividend”. 


Definitions (4) In this section, (4). New 
“Capital (a) “capital gains redemptions” of a mutual 
cee fund trust for a taxation year means that 

proportion of 


(i) the aggregate of 


(A) 5 times its refundable capital gains 
tax on hand at the end of the year, 
and 
(B) the amount, if any, by which the 
fair market value at the end of the 
year of all of the issued units of the 
trust 2xceeds the aggregate of the cost 
amounts to it at the end of the year of 
all of its properties and the amount of 
money of the trust on hand at that 
time, 
that 
(ii) the aggregate of amounts paid by it in 
the year on the redemption of units of 
the trust, 
is of 
(iii) the aggregate of the fair market value 
at the end of the year of all of the issued 
units of the trust and the amount deter- 
mined under subparagraph (ii) in respect 
of the trust for the year; and 
“Refundable (b) “refundable capital gains tax on hand” 
panne, of a mutual fund trust at the end of a 
taxation year means the amount, if any, by 
which 
(i) the aggregate of amounts each of 
which is an amount in respect of that or 
any previous taxation year throughout 
which it was a mutual fund trust, equal to 
40% of the lesser of its taxable income 
for the year and its taxed capital gains for 
the year, 
exceeds 


(ii) the aggregate of amounts each of 
which is an amount in respect of any 
previous taxation year throughout which 
it was a mutual fund trust, equal to its 
capital gains refund for the year. 


“Taxed (S) In subsection (4), “taxed capital gains” 
pel of a taxpayer for a taxation year has the 
gains > aE RS 

defined meaning assigned by subsection 130(3). 

Meaning (6) For the purposes of this Act, a trust 
of expres- 


apps is a mutual fund trust at any time if, at that 
sion “mutual ~ 
fund trust” time, 


(a) it was a unit trust resident in Canada, 
(b) its only undertaking was the investing of 
funds of the trust, and 


(c) it complied with prescribed conditions 
relating to the number of its unit holders, 
dispersal of ownership of its units and 
public trading of its units. 


Non-Resident-Owned Investment 
Corporations 


Computation 133. (1) In computing the income of a 
ofincome — non-resident-owned investment corporation for 
a taxation year, 


(2) no deduction may be made in respect of 
interest on its bonds, debentures, securities 
or other indebtedness, and 


(b) no deduction may be made under sub- 
section 65(1), 


and its income shall be computed as if 


(c) the only taxable capital gains and allow- 
able capital losses referred to in paragraph 
3(b) were taxable capital gains and allowable 
capital losses from dispositions of taxable 
Canadian property, and 
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(5S). New 


133. (1). Subsection 70(1), modified 


Non-resident- 
owned in- 
vestment 
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(d) any taxable capital gain or allowable 
capital loss of the corporation were an 
amount equal to 2 times the amount thereof 
otherwise determined. 


(2) In computing the taxable income of a 


non-resident-owned investment corporation for 


corporations a taxation year, no deduction may be made 


Special 
tax rate 


No deduc- 
‘tion for 
foreign 
taxes 


1971 un- 
distributed 
income and 
capital sur- 
plus on hand 


from its income for the year, except 


(a) interest received in the year from other 
non-resident-owned investment corpora- 
tions, and 

(b) taxes paid to the government of a 
country other than Canada in respect of any 
part of the income of the corporation for 
the year derived from sources therein. 


(3) The tax payable under this Part by a 


corporation for a taxation year when it was a 
non-resident-owned investment corporation is 
an amount equal to 25% of its taxable income 
for the year. 


(4) No deduction from the tax payable 


under this Part by a non-resident-owned in- 
vestment corporation may be made under 
section 124 or in respect of taxes paid to the 
government of a country other than Canada. 


(5) For the purposes of this Act, 


(a) in computing the 1971 undistributed 
income on hand of a non-resident-owned 
investment corporation at any time, there 
shall be deducted the amount, if any, by 
which : 
(i) the corporation’s 1971 undistributed 
income on hand at that time otherwise 
determined 
exceeds 
(ii) the corporation’s surplus, determined 
in prescribed manner at the end of its 
1971 taxation year, for taxation years 
ending before 1972 for which it was not 
taxable under section 70 of this Act as it 
read in its application to the 1971 tax- 
ation year; and 
(b) in computing the 1971 capital surplus 
on hand of a non-resident-owned investment 
corporation at any time, there shall be added 
to the amount thereof otherwise determined 
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“Subsection 1331) 


(2). Subsection 70(1), modified 


(3). Subsection 70(2), modified | 
(4). Subsection 70(3) 


(5S). New 


~ Allowable 
refund to 


N.R.O. 


Application 
to other 
liability 


Definitions 


“Allowable 
refund”’ 


“Non- 
resident- 
owned 
investment 
corporation 


” 


the amount of the excess described in 
paragraph (a). 


(6) If the return of a non-resident-owned 
investment corporation’s income for a taxation 
year has been made within 4 years from the end 
of the year the Minister 

(a) may, upon mailing the notice of assess- 

ment for the year, refund, without applica- 

tion therefor, its allowable refund for the 
year; and 


(b) shall make such a refund after mailing © 


the notice of assessment if application there- 

for has been made in writing by the corpo- 

ration within 4 years from the end of the 
year. 

(7) Instead of making a refund that might 
otherwise be made under subsection (6), the 
Minister may, where the taxpayer is-liable or 
about to become liable to make any payment 
under this Act, apply the amount that would 
otherwise be refunded to that other liability 
and notify the taxpayer of that action. 


(8) In this section, 


(2) “allowable refund” of a non-resident-- 
owned investment corporation for a taxation 
year means the aggregate of amounts each of 
which is an amount in respect of a taxable 
dividend paid by the corporation in the year 
on a share of its capital stock, equal to that 
proportion of the dividend that 


(i) the corporation’s allowable refundable, 


tax on hand immediately before the 
dividend was paid 
is of 
(ii) the corporation’s cumulative taxable 
income immediately before the dividend 
was paid; and 
(b) “non-resident-owned investment cor- 
poration” means a corporation incorporated 
in Canada that, throughout the whole of the 
period commencing on the later of June 18, 
1971 and the day on which it was incorpora- 
ted and ending on the last day of the 
taxation year in respect of which the ex- 


Subsection 133(5) 


(6). New 


(7). New 


(8). Subsection 79(4), modified 


v hs 


$352° 
Subsection 133(8) 


Fy Ar 


pression is being applied, complied with the 
following conditions: 


(i) all of its issued shares and all of its 
bonds, debentures and other funded 
indebtedness were 
(A) beneficially owned by  non- 
resident persons (other than any 
foreign affiliate of a taxpayer resident 
in Canada), or 
(B) owned by trustees for the benefit 
of non-resident persons or _ their 
unborn issue; 


(ii) its income for each taxation year in 
the period was derived from 
(A) ownership of or trading or dealing 
in bonds, shares, debentures, mort- 
gages, hypothecs, bills, notes or other 
similar property or any _ interest 
therein, 


(B) lending money with or without 

security, 

(C)rents, hire of chattels, charter- 

party fees or remunerations, annuities, 

royalties, interest or dividends, 

(D) estates or trusts, or 

(E) disposition of capital property; 
(iii)not more than 10% of its gross 
revenue for each taxation year in the 
period was derived from rents, hire of 
chattels, charterparty fees or charterparty 
remunerations; 
(iv) its principal business in each taxation 
year in the period was not 

(A) the making of loans, or 

(B) trading or dealing in bonds, shares, 

debentures, mortgages, hypothecs, 

bills, notes or other similar property or 

any interest therein; 


Definitions 


** Allowable 
refundable 
tax on 
hand’’ 
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(v) it has, not later than 90 days after the 
commencement of the first taxation year 
in the period, elected in prescribed 
manner to be taxed under this section; 
and } 
(vi) it has not, before the end of the last 
taxation year in the period, revoked in 
prescribed manner the election so made 
by it; 
except that in no case shall a new corpo- 
ration (within the meaning assigned by 
section 87) formed as a result of an 
amalgamation after June 18, 1971 of two or 
more predecessor corporations be regarded 
as a non-resident-owned investment corpora- 
tion unless each of the predecessor corpora- 
tions was, immediately before the amalgama- 
tion, a non-resident-owned investment cor- 
poration. 


(9) In paragraph (8)(@), 

(a) “allowable refundable tax on hand” of a 

corporation at any particular time means the 

amount, if any, by which 
(i) the aggregate of amounts each of 
which is an amount in respect of any 
taxation year commencing after 1971 and 
ending before the particular time, equal 
to the tax under this Part payable by the 
corporation for the year 


exceeds the aggregate of amounts each of 

which is 
(ii) an amount in respect of any taxation 
year referred to in subparagraph (i), 
equal to 12 1/2% of the amount, if any, 
by which the aggregate of the corpo- 
ration’s capital gains for the year from 
dispositions of property exceeds the 
aggregate of its capital losses for the year 
from dispositions of property, 
(iii) an amount equal to 1/3 of any 
amount paid or credited by the corpo- 
ration, before the particular time and 
after the commencement of its first 
taxation year commencing after 1971, as, 
on account or in lieu of payment of, or in 
satisfaction of interest, or 
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(iv) an amount in respect of any taxable 
dividend paid by the corporation on a 
share of its capital stock before the 
particular time and after the commence- 
ment of its first taxation year com- 
mencing after 1971, equal to the amount 
in respect of the dividend determined 
under paragraph (8)(a); and 


(b) “cumulative taxable income” of a cor- 
poration at any particular time means the 
amount, if any, by which 
(i) the aggregate of its taxable incomes 
for taxation years commencing after 
1971 and ending before the particular 
time, 
exceeds the aggregate of amounts each of 
which is 


(ii) an amount in respect of any taxation 
year referred to in subparagraph (i), equal 
to 12 1/2% of the amount, if any, by 
which the aggregate of the corporation’s 
capital gains for the year from dispo- 
sitions of property exceeds the aggregate 
of its capital losses for the year from 
dispositions of property, 

(iii) 4/3 of any amount paid or credited 
by the corporation, before the particular 
time and after the commencement of its 
first taxation year commencing after 
1971, as, on account or in lieu of 
payment of, or in satisfaction of interest, 
or 

(iv) the amount of any taxable dividend 
paid by the corporation on a share of its 
capital stock before the particular time 
and after the commencement of its first 
taxation year commencing after 1971. 


134. Notwithstanding any other provision 
of this Act, a non-resident-owned investment 
corporation that would, but for this section, be 
a Canadian corporation or private corporation 
shall be deemed not to be a Canadian corpo- 
ration or private corporation, as the case may 
be, except for the purposes of sections 115 and 
v ALOR 
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Patronage Dividends 
_ Deduction 135. (1) Notwithstanding anything in this 135. (1). Subsection 75(1), modified 
: c eens Part, there may be deducted, in computing the 
income of a taxpayer for a taxation year, the 
aggregate of the payments made, pursuant to 
allocations in proportion to patronage, by the 
taxpayer 
(a) within the year or within 12 months 
thereafter to his customers of the year, and 


(6) within the year or within 12 months 
thereafter to his customers of a previous 
year, the deduction of which from income 
of a previous taxation year was not per- 
mitted. 


Limitation (2) Notwithstanding subsection (1), if the (2), Subsection 75(2) 

eae taxpayer has not made allocations in propor- 

customers tion to patronage in respect of all his customers 
of the year at the same rate, with appropriate 
differences for different types or classes of 
goods, products or services, or classes, grades or 
qualities thereof, the -amount that may be 
deducted under this section is an amount equal 


to the lesser of 


(a) the aggregate of the payments men- 
tioned in subsection (1), or 


(b) the aggregate of 


(i) the part of the income of the taxpayer 
for the year attributable to business done 
with members, and 

(ii) the allocations in proportion to pa- 
tronage made to non-member customers 
of the year. 


Limitation (3) Where the deduction of an amount (3). Subsection 75(3), modified 
fale under subsection (1) or (2) would result in the 
employed _taxpayer’s taxable income for the taxation year 
(before making any deduction under section 
111) being less than the amount by which 
(a) 5% of the members’ capital employed by 
the taxpayer at the commencement of the 


year, 

exceeds 
(b) the interest, if any, paid on money 
borrowed from members and deductible in 
computing the taxpayer’s income for the 
year, 
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Subsection 135(3) 
the amount that may be deducted under this 
section is such as will leave the taxpayer with a 
taxable income (before making any deduction 
under section 111) equal to the excess. 
Definitions (4) For the purposes of this section, (4). Subsection 75(4), modified 


(a) “allocation in proportion to patronage” 
for a taxation year means an amount 
credited by a taxpayer to a customer of that 
year on terms that the customer is entitled 
to or will receive payment thereof, com- 
puted at a rate in relation to the quantity, 
quality or value of the goods or products 
acquired, marketed, handled, dealt in or 
sold, or services rendered by the taxpayer 
from, on behalf of or to the customer, 
whether as principal or as agent of the 
customer or otherwise, with appropriate 
differences in the rate for different classes, 
grades or qualities thereof, if 


(i) the amount was credited 


(A) within the year or within 12 
months thereafter, and 

(B)at the same rate in relation to 
quantity, quality or value aforesaid as 
the rate at which amounts were simi- 
larly credited to all other customers of 
that year who were members or to all 
other customers of that year, as the 
case may be, with appropriate dif- 
ferences aforesaid for different classes, 
grades or qualities, and 


(ii) the prospect that amounts would be 
so credited was held forth by the tax- 
payer to his customers of that year who 
were members or non-member customers 
of that year, as the case may be; 


(b) “consumer goods or services” means 
goods or services the cost of which was not 
deductible by the taxpayer in computing the 
income from a business or property; 

(c) “customer” means a customer of a 
taxpayer and includes a person who sells or 
delivers goods or products to the taxpayer, 
or for whom the taxpayer renders services; 


‘““Members’ 
capital 
employed 
by the 
taxpayer’’ 
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(d) “income of the taxpayer attributable to 
business done with members” of any taxa- 
tion year means that proportion of the 
income of the taxpayer for the year (before 
making any deduction under this section) 
that the value of the goods or products 
acquired, marketed, handled, dealt in or sold 
Or services rendered by the taxpayer from, 
on behalf of, or for members, is of the total 
value of goods or products acquired, marke- 
ted, handled, dealt in or sold or services 
rendered by the taxpayer from, on behalf of, 
or for all customers during the year; 


(e) “member” means a person who is en- 
titled as a member or shareholder to full 
voting rights in the conduct of the affairs of 
the taxpayer (being a corporation) or of a 
corporation of which the taxpayer is a 
subsidiary wholly-owned corporation; 
(f) ““members’ capital employed by the 
taxpayer” at the commencement of a taxa- 
tion year means the amount, if any, by 
which the aggregate of all amounts each of 
which is an amount determined at the end of 
the immediately preceding year, equal to 
(i) the amount of any money of the 
taxpayer on hand at that time, 
(ii) the amount of any debt owing to the 
taxpayer, or of any other right of the 
taxpayer to receive an amount, that was 
outstanding at that time, 
(iii) an amount in respect of property 
owned by the taxpayer and described in 
his inventory at that time, equal to its 
value, at that time, for the purposes of 
computing the income of the taxpayer 
for that immediately preceding year, 
(iv) an amount in respect of depreciable 
property of a prescribed class owned by 
the taxpayer at that time, equal to the 
undepreciated capital cost thereof to the 
taxpayer at that time, 
(v) an amount in respect of any capital 
property (other than depreciable proper- 
ty) owned by the taxpayer at that time, 
equal to its adjusted cost base to him at 
that time, or 
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(vi) the amount of the cumulative eligible 
capital of the taxpayer in flea of the 
business at that time, 


exceeds the aggregate of all amounts each of 
which is an amount determined at the end of 
the immediately preceding taxation year, 
equal to 
(vii) the amount of any debt owing by 
the taxpayer, or any other obligation of 
the taxpayer to pay an amount, that was 
outstanding at that time (other than 
(A) any debt or obligation to any 
member incurred in the course of any 
transaction made in the ordinary 
course of the business of the taxpayer, 
or 
(B) any obligation to pay any patro- 
nage dividend to any member, 
that has been unpaid or outstanding for 
more than 12 months), or 
(viii) the amount of any reserve deducted 
in computing the taxpayer’s income for 
that immediately preceding year; 


(g) “non-member customer” means a cus- 

tomer who is not a member; and 

(h) “payment” includes 
(i) the issue of a certificate of indebted- 
ness or shares of the taxpayer or of a 
corporation of which the taxpayer is a 
subsidiary wholly-owned corporation if 
the taxpayer or that corporation has in 
the year or within 12 months thereafter 
disbursed an amount of money equal to 
the aggregate face value of all certificates 
Or shares so issued in the course of 
redeeming or purchasing certificates of 
indebtedness or shares of the taxpayer or 
that corporation previously issued, 
(ii) the application by the taxpayer of an 
amount, to a member’s liability to the 
taxpayer (including, without restricting 
the generality of the foregoing, an 
amount applied in fulfilment of an obliga- 
tion of the member to make a loan to the 
taxpayer and an amount applied on 
account of payment for shares issued to a 
member) pursuant to a by-law of the 
taxpayer, pursuant to statutory authority 
or at the request of the member, or 
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(iii) the amount of a payment or transfer 
by the taxpayer that, under subsection 
56(2), is required to be included in 
computing the income of a member. 


\ 


(5) For the purpose of this section a tax- 
payer shall be deemed to have held forth the 
prospect that amounts would be credited to a 
customer of a taxation year by way of alloca- 
tion in proportion to patronage, if 

(a) throughout the year the statute under 

which the taxpayer was incorporated or 

registered, its charter, articles of association 
or by-laws or its contract with the customer 


held forth the prospect that amounts would | 


be so credited to customers who are mem- 
bers or non-member customers, as the case 
may be, or 

(b) prior to the commencement of the year 
or prior to such other day as may be 
prescribed for the class of business in which 
the taxpayer is engaged, the taxpayer has 
published an advertisement in prescribed 
form in a newspaper or newspapers of 
general circulation throughout the greater 
part of the area in which the taxpayer 
carried on business holding forth that pros- 
pect to customers who are members or 
non-member customers, as the case may be, 
and has filed copies of the newspapers with 
the Minister before the end of the 30th day 
of the taxation year or within 30 days from 
the prescribed day, as the case may be. 


(6) For the purposes of subsection (3), “5% 
of the members’ capital employed by the 
taxpayer at the commencement of the year” 
means, in any case where the taxation year of 
the taxpayer is less than 12 months, that 
proportion of 5% of the members’ capital so 
employed at the commencement of the year 
that the number of days in the year is of 365. 


(7) Where a payment has been received by a 
taxpayer in respect of an allocation in propor- 
tion to patronage (other than an allocation in 
respect of consumer goods or services), the 
amount thereof shall be included in computing 
the recipient’s income for the taxation year in 
which the payment was received and, without 
restricting the generality of the foregoing, 


Subsection 135(4) 


(5). Subsection 75(5) 


(6). Subsection 75(5a), modified 


(7). Subsection 75(6) 
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Meaning 
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where a certificate of indebtedness or a share 


was issued to a person in respect of an 
allocation in proportion to patronage, the 
amount thereof shall be included in computing 
the recipient’s income for the taxation year in 
which the certificate or share was received and 
not in computing his income for the year in 
which the indebtedness was subsequently dis- 
charged or the share was redeemed. 


Cooperative Corporations 
136. (1) Notwithstanding any other pro- 
vision of this Act, a cooperative corporation 
that would, but for this section, be a private 
corporation shall be deemed not to be a private 


corporation except for the purposes of section 
125 and Part V. 


(2) In this section, “cooperative corpo- 
ration” means a corporation that was incorpo- 
rated under provincial legislation respecting the 
establishment of cooperative corporations for 
the purpose of marketing (including processing 
incident to or connected therewith) natural 
products belonging to or acquired from its 
members or customers, of purchasing supplies, 
equipment or household necessaries for or to be 
sold to its members or customers or of perfor- 
ming services for its members or customers, if 


(a) the statute under which it was incorpo- 
rated, its charter, articles of association or 
by-laws or its contracts with its members or 
its members and customers held forth the 
prospect that payments would be made to 
them in proportion to patronage, 


(b) none of its members have more than one 
vote in the conduct of the affairs of the 
corporation, and 

(c) at least 90% of its members are indivi- 
duals or other cooperative corporations and 
at least 90% of its shares, if any, are held by 
such persons. 


vi 7 di Pelee ny ch tae Ls 


GO tik n e ; ye 


Subsection 135(7) 


136. (1). New 


(2). Subsection 73(1), modified 
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Credit Unions and Caisses populaires 


Deductions 137. (1) In computing the income for a 137. (1). New 
: Fa iteon, , taxation year of a credit union, 
(a) there may be deducted as a reserve in 
“respect of bonds, debentures, agreements of 
sale, mortgages or hypothecs, in lieu of any 
deduction in respect thereof under para- 
graph 20(1)(/), such amount as may be 
claimed by the credit union, not exceeding a 
prescribed amount; 


(b) there may be deducted as a reserve in 
respect of debts owing to the credit union 
(other than any debt described in paragraph 
(z)), in lieu of any deduction in respect 
thereof under paragraph 20(1)(/), such 
amount as may be claimed by the credit 
union, not exceeding a prescribed amount; 


(c) there shall be included any amount 
deducted under paragraph (a) or (b) as a 
reserve in computing the credit union’s 
income for the immediately preceding taxa- 
tion year; and 

(dz) no deduction may be made under sec- 
tion 33. 


Payments (2) Notwithstanding anything in this Part, (2). New 
tas. there may be deducted, in computing the 
tions in income for a taxation year of a credit union, 
ae the aggregate of the payments made, pursuant 
to allocations in proportion to borrowing, by 
the credit union within the year or within 12 
months thereafter to members of the credit 
union, to the extent that such payments were 
not deductible under this subsection in com- 
puting the income of the credit union for the 


immediately preceding taxation year. 


Limitation (3) Where the deduction of an amount (3). New 

cali under subsection (2) would result in a credit 

talemplo- union’s taxable income for the year (before 

is making any deduction under section 111) being 
less than the amount by which 

(a) 5% of the members’ capital employed by 

the credit union at the commencement of 


the year, 


_ Definitions 


Definitions 


_ “Allocation 
in propor- 
tion to 

_ borrowing”’ 


exceeds: **) ne MS 
(b) the aggregate of annual or other periodic 
amounts paid by the credit union in the year | 


to its members in respect of the members’ 
shares in the credit union, 
the amount that may be deducted under 
subsection (2) is such as will leave the credit 
union with a taxable income (before making 


any deduction under section 111) equal to 


the excess. 


(4) For the purposes of subsection (3), “5% 
of the members’ capital employed by the credit 
union at the commencement of the year” 
means, in any case where the taxation year of 
the credit union is less than 12 months, that 
proportion of 5% of the members’ capital so 
employed at the commencement of the year 
that the number of days in the year is of 365. 

(5) Where a payment has been received by a 
taxpayer from a credit union in a taxation year 
in respect of an allocation in proportion to 
borrowing, the amount thereof shall, to the 
extent that it does not exceed the amount in 
respect of interest paid by the taxpayer in the 
year on money borrowed from the credit union 
by the taxpayer that is deductible under para- 
graph 20(1)(c) in computing the taxpayer’s 
income for the year, be included in computing 
the taxpayer’s income for the year. . 


(6) In this section, 


(a) “allocation in proportion to borrowing” 
for a taxation year means an amount cre- 
dited by a credit union to a member of the 
credit union in the year on terms that the 
member is entitled to or will receive pay- 
ment thereof, computed at a rate in relation 
to 

(i) the amount of interest payable by the 

member on money borrowed from the 

credit union, or 

(ii) the amount of money borrowed by 

the member from the credit union, 


(4). New | 


(5). New 


(6). 
(a). New 


“Credit 
union’’ 


‘“‘Member’”’ 
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if the amount was credited within the year 
or within 12 months thereafter and at the 
same rate in relation to the amount of in- 
terest or money, as the case may be, as the 
rate at which amounts were similarly cre- 
dited in the year to all other members of the 
credit union; 


(b) “credit union’? means a corporation or 
association incorporated or organized as a 
credit union or cooperative credit society if 
(i) it was restricted to carrying on busi- 
ness in one province and it derived its 
revenues primarily from 
(A) loans made to, or cashing cheques 
for, members residing within the pro- 
vince, 
(B) bonds of, or guaranteed by, the 
Government of Canada or of a provin- 
ce, or 
(C) loans made to a cooperative credit 
society of which it is a member, or 


(ii) the members thereof were corpora- 
tions or associations 
(A) incorporated or organized as credit 
unions, substantially all of which 
derived their revenues primarily from 
loans made to members or from bonds 
of, or guaranteed by, the Government 
of Canada or of a province, 
(B) incorporated, organized or registe- 
red under provincial cooperative legis- 
lation or governed by such legislation, 
or 
(C) incorporated or organized for 
charitable purposes, 
Or were corporations or associations no 
part of the income of which was payable 
to, or otherwise available for the personal 
benefit of, any shareholder or member 
thereof; 
(c) “member” of a credit union means a 
person who is entitled as a member or 
Shareholder to full voting rights in the 
conduct of the affairs of the credit union; 
and 


Subsection 137(6) 


(b). Paragraph 62(1)(k), modified 


(c). New 


““Members’ (d) “‘members’ capital employed by the 
pany al credit union” at the commencement of a 
employed 
by the taxation year means the amount, if any, by 
Rah which the aggregate of amounts each of 
which is an amount determined at the end of 
the immediately preceding year, equal to 
(i) the amount of any money of the 
credit union on hand at that time, 
(ii) the amount of any debt owing to the 
credit union, or of any other right of the 
credit union to receive an amount, that 
was outstanding at that time, 
(iii) an amount in respect of depreciable 
property of a prescribed class owned by 
the credit union at that time, equal to the 
undepreciated capital cost thereof to it at 
that time, 
(iv) an amount in respect of any capital 
property (other than depreciable proper- 
ty) owned by the credit union at that 
time, equal to its adjusted cost base to it 
at that time, or 
(v) the amount of the cumulative eligible 
capital of the credit union in respect of 
the business at that time, 


exceeds the aggregate of amounts each of 

which is an amount determined at the end 

of the immediately preceding year, equal to 
(vi) the amount of any debt owing by the 
credit union, or any other obligation of 
the credit union to pay an amount, that 
was outstanding at that time, excluding, 
for greater certainty, any share in the 
credit union of any member thereof, or 
(vii) the amount of any reserve deducted 
in computing the credit union’s income 
for that immediately preceding taxation 
year. 


Credit (7) Notwithstanding any other provision of 
eee es this Act, a credit union that would, but for this 
not tobe section, be a private corporation shall be 
pearare deemed not to be a private corporation except 


corporation 
for the purposes of section 125 and Part V. 
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Insurance Corporations 


138. (1) It is hereby declared that a cor- 
poration, whether or not it is a mutual cor- 
poration, that has, in a taxation year, been a 
party to insurance contracts or other arrange- 
ments or relationships of a particular class 
whereby it can reasonably be regarded as 
undertaking 


(a) to insure other persons against loss, 
damage or expense of any kind, or 


(b) to pay insurance moneys to other 
persons 
(i) on the death of any person, 
(ii)on the happening of an event or 
contingency dependent on human life, 
(iii) for a term dependent on human life, 
Or 
(iv) at a fixed or determinable future 
time, 
whether or not such persons are members or 
shareholders of the corporation, shall, regard- 
less of the form or legal effect of those 
contracts, arrangements or relationships, be 
deemed, for the purposes of this Act, to have 
been carrying on an insurance business of that 
class in the year for profit, and in any such 
case, for the purpose of computing the income 
from that business the following rules apply: 


(c) every amount received by the cor- 
poration under, in consideration of, in 
respect of or on account of such a contract, 
arrangement or relationship shall be deemed 
to have been received by it in the course of 
that business; 

(d) the income shall, except as otherwise 
provided in this section, be computed in 


accordance with the rules applicable in — 


computing the income from a business for 
the purposes of this Part; 
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138. (1). Subsection 68A(1), modified 
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Subsection 138( 1 ) 


(e) all income from property vested in the 
corporation shall be deemed to be income of 
the corporation; and : 

(f) all taxable capital gains and allowable 
capital losses from dispositions of property 
vested in the corporation shall be deemed 
to be taxable capital gains or allowable 
capital losses, as the case may be, of the 
corporation. 


Insurer’s (2) Notwithstanding any other provision of | (2). Subsection 68A(2) 
Se this Act, in the case of an insurer, other than a 

. resident of Canada that does not carry on a life 

insurance business, 


(a) its income for a taxation year from 
carrying on an insurance business is the 
amount of its income for the year from 
carrying on that insurance business in 
Canada; and 


(b) its loss sustained in a taxation year in 
carrying on an insurance business is the 
amount of its loss, if any, sustained in the 
year in carrying on that insurance business in 
Canada, computed by applying the provi- 
sions of this Act respecting the computation 
of income from an insurance business of the 
class carried on by it, mutatis mutandis. 


Deductions (3) In computing a life insurer’s income for (3). Subsection 68A(3) 
Deities a taxation year from carrying on its life 
income insurance business in Canada, there may be 


deducted 


(a) such of the following amounts as are 
applicable: 
(i) such amount in respect of a policy 
reserve for the year for life insurance 
policies of a particular class as is allowed 
by regulation, 
(ii) such amount in respect of an addi- 
tional reserve for the year for life insur- 
ance policies that are group term insur- 
ance policies as is allowed by regulation, 
(iii) an amount equal to the lesser of 
(A) the amount, if any, by which the 
aggregate of policy dividends (except 
the portion thereof paid out of segre- 
gated funds) that became payable by 
the insurer after its 1968 taxation year 


; 


 * 
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Oe 
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ae 


and before the end 
‘its participating life insurance policies 
exceeds the aggregate of amounts de- 
ductible under this subparagraph in 
computing its incomes for taxation 
years before the year, and 

(B) the amount, computed in accord- 
ance with prescribed rules, of the 
insurer’s income for the year from its 
participating life insurance business 
carried on in Canada, 


(iv) an amount as a reserve for policy 
dividends equal to the least of 
(A) the amount of policy dividends 
that will, according to the financial 
statements of the insurer as of the end 
of the year, become payable by the 
insurer in the immediately following 
year under its participating life insur- 
ance policies, 
(B) 110% of the aggregate of policy 
dividends that become payable by the 
insurer in the immediately following 
year under its participating life insur- 
ance policies, and 
(C) the amount, if any, by which the 
amount for the year described in 
Clause (iii)(B) exceeds the amount for 
the year described in clause (iii)(A), 
(v)each amount (other than an amount 
credited under a participating life insur- 
ance policy) that would be deductible 
under section 140 in computing the 
insurer’s income for the year if the 
reference therein to ‘“‘an insurance busi- 
ness other than a life insurance business” 
were read asa. reference to “a life 
insurance business in Canada’’, 
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(vi) each amount allocated in the year by 
the insurer to a policyholder, to the 
extent that it is required by paragraph 
148(1)(b) to be included in computing 
the income of the policyholder or would 
be so required to be included therein but 
for the exception contained in that para- 
graph with respect to a registered retire- 
ment savings plan or a registered pension 
fund or plan, and 
(vii) the amount of tax under Part XII 
payable by the insurer in respect of its 
taxable Canadian life investment income 
for the year computed in accordance with 
that Part; 
(b) the aggregate of losses sustained in the 
year by the insurer in respect of Canada 
securities owned by it that were disposed of 
by it in the year; 
(c) such amount as the insurer may claim 
for the year in respect of an investment 
reserve, not exceeding the lesser of 
(i) 1 1/2% of the aggregate of the amortiz- 
ed cost to it at the end of the year of each 
Canada security owned by it at that time 
(other than a bond or debenture that 
matures within 1 year after that time) 
and each amount due and unpaid at that 
time as or on account of interest payable 
thereunder to the insurer, and 
(ii) the aggregate of 1/3 of the amount 
determined under subparagraph (i) and 
the amount, if any, by which the amount 
deducted by the insurer under this para- 
graph in computing its income for the 
immediately preceding taxation year 
exceeds the amount, if any, by which 
(A) the amount deductible under para- 
graph (b) in computing its income for 
the year, 
exceeds 
(B) the amount required by paragraph 
(4)(b) to be included in computing its 
income for the year; and 


Subsection I 38( Sh, 
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 d) the aggregate of each such portion of 


each amount, if any, by which the cost to 
the insurer of acquiring a Canada security 
owned by it at the end of the year exceeds 
the principal amount of the security at the 
_ time it was so acquired as was reported by 
the insurer, in the insurer’s annual report for 
the year to the relevant authority, to have 
been deducted in computing its profit for 
the year. 
(4) In computing a life insurer’s income for 
a taxation year from carrying on its life 
insurance business in Canada, there shall be 
included 
(a) each amount deducted by the insurer 
under subparagraph (3)(a)i), (ii) or (iv) 
or under paragraph (3)(c) in computing 
its income for the immediately preceding 
taxation year; 


(b) the aggregate of profits or gains made in 
the year by the insurer in respect of Canada 
securities owned by it that were disposed of 
by it in the year; and 


(c) the aggregate of each such portion of 
each amount, if any, by which the principal 
amount, at the time it was acquired by the 
insurer, of a Canada security owned by it at 
the end of the year exceeds the cost to the 
insurer of so acquiring it as was reported by 
the insurer, in the insurer’s annual report for 
the year to the relevant authority, to have 
been included in computing its profit for the 
year. 


(5) In computing a life insurer’s income for 
a taxation year from carrying on its life 
insurance business in Canada, no deduction 
may be made under paragraph 20(1)(/) or 
section 33. 


(6) In computing the taxable income of a 
life insurer for a taxation year no deduction 
from the income of the insurer for the year 
may be made under section 112 but there may 
be deducted from such income that proportion 
of the aggregate of dividends received by 


Subsection 138(3) 


(4). Subsection 68A(4) 


(5S). Subsection 68A(5) 


(6). Subsection 68A(6), modified 
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dian corporations in respect of shares that were 


non-segregated property of the insurer, ‘that 


(a) the lesser of 
(i) the insurer’s income for es year from 
carrying on its life insurance business in 
Canada, and 
(ii) the amount, if any, by which the 
insurer’s net Canadian life investment 
income for the year exceeds the amount 
determined in respect of the insurer for 
the year under paragraph 209(3)(a) 

is of 
(b) the insurer’s net Canadian life invest- 
ment income for the year. 


(7) The taxable income for a taxation year 
of a life insurer resident in Canada is its taxable 
income for the year otherwise computed under 
this Part, plus twice the amount, if any, by 
which the aggregate of amounts paid after the 
end of its 1968 taxation year and before the 
end of the year as, on account or in lieu of 
payment of, or in satisfaction of dividends or 
stock dividends in respect of shares of the 
capital stock of the insurer, exceeds the aggre- 
gate of 


(a) the insurer’s undistributed income on 
hand at the end of its 1968 taxation year in 
respect of which tax under this Part has been 
paid by it, 

(b) the surplus funds derived from opera- 
tions of the insurer as of the end of the year, 


(c) the lesser of 
(i) the insurer’s accumulated 1968 deficit, 
and 
(ii) the aggregate of the insurer’s maxi- 
mum tax actuarial reserves for its 1968 
taxation year for its life insurance policies 
in Canada, 


(7). Subsection 68A(7) 


ee ae ee 


computed under this Part in computing its 
taxable income for taxation years before the 
year, : 

(e) if the insurer has made an election under 
subsection (9) in respect of the year, the 
lesser of 


(i) the aggregate of dividends and stock 
dividends in respect of shares of the 
capital stock of the insurer paid by it in 
the year out of property other than 
property used by the insurer in the year 
in, or held by it in the year in the course 
of, carrying on an insurance business in 
Canada, and 

(ii) the amount of tax for the year paid 
by the insurer to the government of a 
country other than Canada under the 
income tax laws of that country out of 
property other than property used by the 
insurer in the year in, or held by it in the 
year in the course of, carrying on an 
insurance business in Canada, 


(f) if the insurer has not made an election 
under subsection (9) in respect of the year, 
the lesser of 


(i) that proportion of the aggregate of 
dividends and stock dividends in respect 
of shares of the capital stock of the 
insurer paid by it in the year that 
(A) the insurer’s gross investment re- 
venue for the year (except such part 
thereof as is required by subsection (9) 
to be included in computing its in- 
come for the year) 
is of 
(B) the insurer’s gross investment re- 
venue for the year, and 
(ii) the amount of tax for the year paid 
by the insurer to the government of a 
country other than Canada under the 
income tax laws of that country, and 
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(g) the aggregate of all amounts determined 
under paragraphs (e) and (f) in respect of the 
‘insurer for taxation years before the year. 


No de- (8) No deduction shall be made under 
sone for section 126 from the tax payable under this 
oreign tax ; . ; 
Part for a taxation year by a life insurer 
resident in Canada. 


Election (9) Where in a taxation year an insurer 
asto__ (other than a resident of Canada that does not 
computation ‘ ; , : 
ofincome carry on a life insurance business) carried on an 
insurance business in Canada and in a country 
other than Canada, there shall be included in 
computing its income for the year from 


carrying on that business in Canada, 
(a) if the insurer has, in prescribed manner 
and in accordance with prescribed condi- 
tions, made an election under this subsection 
in respect of the year, such part of its gross 
investment revenue for the year as is gross 
investment revenue from property used by it 
in the year in, or held by it in the year in the 
course of, carrying on that business in 
Canada, and 
(b) in any other case, such part of its gross 
investment revenue for the year as is de- 
termined in accordance with prescribed rules 
to be applicable to the carrying on by it of 
that business in Canada, 
and if the insurer has not so elected in respect 
of the year, the amounts deductible under 
paragraphs (3)(b), (c) and (d) in comput- 
ing its income for the year, the amounts 
required by paragraphs (4b) and (c) to be 
included in computing such income, and the 
amounts determined under paragraphs 
(12)(0)(ii) and (iv) for the period ending 
with the year shall be determined in accordance 
with prescribed rules. 


Change in (10) Where an insurer has filed a return of 
Soa income under this Part for a taxation year 
income wherein its income for that year has been 


computed using the method required by such 
of the provisions of subsection (9) as apply in 
consequence of the insurer’s having made the 


Subsection 138(7) 


/ 


(8). Subsection 68A(8) 


(9). Subsection 68A(9) 


(10). Subsection 68A(10) 
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id Subsection 138(10) 
election referred to therein, or, if the insurer 
has not elected thereunder, using the method 
required by the other provisions thereof, its 
income for a subsequent taxation year shall be 
computed in accordance with the method so 
used unless the insurer, with the concurrence of 
the Minister and upon such terms and con- 
ditions as are specified by the Minister, adopts 
the other method and, where appropriate, 
makes an election under that subsection. 


Bet or (11) For the purposes of paragraphs (3)(b) (11). Subsection 68A(11) 
OSS In 
Becct and (4)(5), 
of Canada (a) the profit or gain made by an insurer in 
_ security 


a taxation year in respect of a Canada 

_ security owned by it that was disposed of by 
it in the year is the amount by which the 
proceeds of disposition to which the insurer 
thereby became entitled exceeds the amorti- 
zed cost of the security to the insurer at the 
time of the disposition; and 


(b) the loss sustained by an insurer in a 
taxation year in respect of a Canada security 
owned by it that was disposed of by it in the 
year is the amount by which the amortized 
cost of the security to the insurer at the time 
of the disposition exceeds the proceeds of 
the disposition to which the insurer thereby 
became entitled. 


Definitions (12) In this section, (12). Subsection 68A(12), modified 
“Accumu- (a) “accumulated 1968 deficit” of a life 
lated 1968 


insurer means such amount as can be esta- 
blished by the insurer to be its deficit as of 
the end of its 1968 taxation year from 
carrying on its life insurance business in 
Canada on the assumption that the amounts 
of its assets and liabilities (including re- 
serves of any kind) 
(i)as of the end of any taxation year 
before its 1968 taxation year, were the 
amounts thereof determined for the pur- 
poses of the relevant authority, and 
(ii) as of the end of its 1968 taxation 
year, were 
(A) in respect of depreciable property, 
the capital cost thereof as of the first 
day of its 1969 taxation year, 


deficit”’ 
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serves for its 1968 taxation year for 
life insurance policies issued by it in 
the course of carrying on its life 
insurance business in Canada, and 
(C)in respect of other assets and 
liabilities, the amounts thereof de- 
termined as of the end of that year for 
the purpose of computing its income 
for its 1969 taxation year; 
(b) ‘amortized cost” of a Canada security 
at a particular time to an insurer means the 
amount, if any, by which 
(i) the cost to the insurer of acquiring the 
security, plus any amount in respect of 
the ‘security that has been included by 
virtue of paragraph (4)(c) in computing 
the insurer’s income for any taxation year 
ending before or concurrently with that 
time, or minus any amount in respect of 
the security that was deductible under 
paragraph (3)(@) in computing the in- 
surer’s income for any such taxation year, 
as the case may be, 


exceeds 


(ii) the aggregate of all amounts that, 
before that time, the insurer became 
entitled to receive as, on account or in 
lieu of payment of, or in satisfaction of 
the principal amount of the security; 


(c) “Canada security” of an insurer means a 
bond, debenture, mortgage, hypothec or 
agreement of sale that is non-segregated 
property used by it in, or held by it in the 
course of carrying on its life insurance 
business in Canada; 


(d) “cost” to an insurer of acquiring a 


mortgage or hypothec includes any amount 
advanced by the insurer to the borrower by 
way of loan under the terms of the mortgage 
or hypothec; 


insurer’s maximum tax actuarial ree 


“Life 
insurance 
policy” 


“Life 
insurance 
policy in 
Canada”’ 


“Maximum 


tax actuarial 


reserve’’ 


“Net 
Canadian 
life in- 
vestment 
income’’ 


“Non- 
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“Property 
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for a taxation year means the aggregate of its 
dividend, interest, rental and royalty revenue 
(other than dividends that are not taxable 
dividends) for the year and any amounts 
required by subsection 16(1) to be included 
in computing its income for the year; 
(f) “life insurance policy” includes an 
annuity contract and a contract all or any 
part of the insurer’s reserves for which vary 
in amount depending upon the fair market 
value of a specified group of assets; 


(g) “life insurance policy in Canada” means. 


a life insurance policy issued or effected by 
an insurer upon the life of a person resident 
in Canada at the time the policy was issued 
or effected; 

(h) “maximum tax actuarial reserve” for a 
particular class of life insurance policy fora 
taxation year of a life insurer means, except 


_as otherwise expressly prescribed, the maxi- 


mum amount allowable under subparagraph 
(3)(a)(i) as a policy reserve for the year in 
respect of policies of that class; 

(i) “net Canadian life investment income” 
has the meaning assigned by subsection 
209(2); 


(j) “non-segregated property” of an insurer 


means its property other than property © 


included in a segregated fund; 

(kK) “participating life insurance policy” 
means a life insurance policy under which 
the policyholder is entitled to share (other 
than by way of an experience rating refund) 
in the profits of the insurer other than 
profits in respect of property in a segregated 
fund; 

(1) “property used in the year in, or held in 
the course of” carrying on an insurance 
business in Canada means, in relation to any 
taxation year of an insurer in respect of 
which the insurer has made an election 
under subsection (9), such portion of the 
property used by it in the year in, or held by 
it in the year in the course of, carrying on an 
insurance business in Canada (determined 


aes 


(e) “gross investment revenue” of aninsurer | 


Subsection 138(12) 
(e). Paragraph 68A(12)(e), modified 


(2). Paragraph 68A(12)(m), modified 
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without reference to this paragraph) as is 
designated by it in its return of income for 
the year required by this Part to be filed 
with the Minister, to be, for the purposes of 
this Act, property used by it in, or held by it 
in the course of carrying on an insurance 
business in Canada, except that in no case 
shall the value (within the meaning assigned 
by paragraph 219(7)(e)) of the portion so 
designated be less than the amount that 
would, if the insurer had not so elected, have 
been the insurer’s Canadian investment fund 
(within the meaning prescribed for that 
expression for the purposes of Part XIV) at 
the end of the immediately preceding tax- 
ation year; 
(m) “relevant authority” in relation to a life 
insurer means 
(i) the Superintendent of Insurance for 
Canada, if the insurer is required by law 
to report to him, or 
(ii) in any other case, the Superintendent 
of Insurance or other similar officer or 
authority of the province under whose 
laws the insurer is incorporated; 


(1) “segregated fund” has the meaning given 
that expression in subsection 148(1); 


(0) “surplus funds derived from operations” 

of an insurer as of the end of a particular 

taxation year means the aggregate of 
(i) its income for each taxation year in 
the period beginning with its 1969 taxa- 
tion year and ending with the particular 
year from all insurance businesses carried 
on by it, and 
(ii) all profits or gains made by the 
insurer in the period in respect of non- 
segregated property of the insurer dis- 
posed of by it that was used by it in, or 
held by it in the course of, carrying on an 
insurance business in Canada, except to 
the extent that such profits or gains have 
been or are included in computing the 
insurer’s income or loss, if any, for any 
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Subsection 138(12) 


(m). Paragraph 68A(12)(n) 


(n). Paragraph 68A(12)(0) 


(0). Paragraph 68A(12)(p) 


Idem 


on ee nciraice b business, 

minus the aggregate of 

(iii) its loss, if any, for each taxation year 

in the period from all insurance busi- 
nesses carried on by it, 
(iv) all losses sustained by the insurer in 
the period in respect of non-segregated 
property disposed of by it that was used 
by it in, or held by it in the course of, 
carrying on an insurance business in 
Canada, except to the extent that such 
losses have been or are included in 
computing the insurer’s income or loss, 
if any, for any taxation year in the period 
from carrying on an insurance business, 
(v) the aggregate of any taxes payable by 
the insurer under this Part and any 
income tax payable by it under the laws 
of any province for each taxation year in 
the period, except such portion thereof as 
would not have been payable by it if 
subsection (7) had not been enacted, 
(vi) all gifts made in the period by the 
insurer to a person or organization des- 
cribed in paragraph 110(1)(2) or (6), 
and 
(vii) the amount, if any, by which the 
amount determined in respect of the 
insurer for the particular taxation year 
under clause (3)(@)iii(A) exceeds the 
amount so determined under clause (3) 
(2\iii)(B); and 

(p) in construing the meaning of the ex- 

pression “group term insurance policy’, the 

definition thereof in section 248 does not 


apply. 


(p). Paragraph 68A(12)(q) 
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139. Where a life insurance corporation 
that is incorporated under the laws of a 
province has applied an amount in payment for 
shares of the corporation purchased by it under 
the authority of a law of the province that 
provides for the conversion of the corporation 
into a mutual corporation by the purchase of 
its shares in accordance with the provisions of 
such law, | 

(a) section 15 does not apply to require the 

inclusion, in computing the income of a 

shareholder of the corporation of any part 

of that amount, and 

(6) no part of that amount shall be deemed, 

for the purposes of subsection 138(7), to 

have been paid to shareholders or, for the 


purposes of section 84, to have been re- 


ceived as a dividend. 


140. In computing the income for a ta- 
xation year of an insurance corporation, 
whether a mutual corporation or a joint stock 
company, from carrying on an insurance bu- 
siness other than a life insurance business, there 
may be deducted every amount credited in 
respect of that business for the year to a 
policyholder of the corporation by way of 
dividend, refund of premiums or refund of 
premium deposits if the amount was, during the 
year or within 12 months thereafter, 

(a) paid to the policyholder, 

(>) applied in discharge, in whole or in part, 

of a liability of the policyholder to pay 

premiums to the corporation, or 

(c) credited to the account of the policy- 

holder on terms that he is entitled to 

payment thereof on or before expiry or 
termination of the policy. 


141. Notwithstanding any other provision 
of this Act, a life insurance corporation that is a 
resident in Canada shall be deemed to be a 


public corporation. 
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142. (1) Notwithstanding any other provi- 
sion of this Act, where in a taxation year an 
insurer (other than a resident of Canada that 
does not carry on a life insurance business) 
carried on an insurance business in a country 
other than Canada, 

(a) if the insurer has made an election in 
respect of the year under subsection 138(9), 
such of its taxable capital gains for the year 
and allowable capital losses for the year as 
were from dispositions of property other 
than property used by it in the year in, or 
held by it in the year in the course of, 
carrying on an insurance business in Canada, 
and 

(b) in any other case, such of its taxable 

capital gains for the year and allowable 

capital losses for the year as are prescribed 
not to relate to an insurance business carried 
on by it in Canada, 


shall not be included in computing its income 
for the year. 


(2) Such portion of any taxable capital gain 
for a taxation year of a life insurance corpor- 
ation from the disposition of property included 
in a segregated fund (within the meaning 
assigned by subsection 148(1)) 

(a) as would, but for this subsection, have 

been included in computing the income of 

the corporation for the year, and 

(b) as was allocated in the year by the 

corporation to a particular policyholder 

under a policy described in paragraph 

148(1)(5), 
shall be deemed to be a taxable capital gain of 
the particular policyholder for the year from 
the disposition of a capital property and not to 
have been a capital gain of the corporation for 
the year from the disposition thereof. 
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143. (1) This section applies to a Canadian 
corporation whose gross revenue during a tax- 
ation year from the sale for delivery in Can- 
ada of electrical energy, gas or steam to 


(a) persons with whom it deals at arm’s 
length, and 

(b) persons with whom it does not deal at 
arm’s length for resale directly or indirectly 
for delivery in Canada to persons with whom 
it does deal at arm’s length, 


is more than 1/2 of its total gross revenue for 
the year, other than exempt income and divi- 
dends (in this section referred to as “exempt 
dividends’’) received by it to the extent of the 
amount thereof deductible under section 112 
or subsection 113(1) from its income for the 
year (such a corporation being hereinafter 
referred to as a “designated corporation”). 


(2) A designated corporation’s taxable in- 
come for a taxation year from the sale for 
delivery in Canada of electrical energy, gas or 
steam to 


(a) persons with whom it deals at arm’s 
length, and 

(b) persons with whom it does not deal at 
arm’s length for resale directly or indirectly 
for delivery in Canada to persons with whom 
it does deal at arm’s length, 


(hereinafter referred to as its “class A taxable 
income”’) shall, for the purposes of this section, 
be deemed to be the part of its taxable income 
for the year that its gross revenue for the year 
from such sales is of its total gross revenue 
for the year other than exempt income and 


exempt dividends; and its taxable income for 


the year from all other sources (hereinafter 
referred to as its “class B taxable income’’) 
shall, for the purposes of this section be 
deemed to be its taxable income for the year 
minus its class A taxable income for the year. 


143. (1). Subsection 85(1), modified 


(2). Subsection 85(2), modified 


aR at 6 Se ie a Section 143 
(3) Notwithstanding section 123, the tax (3). Subsection 85(3), modified 
payable under this Part by a designated cor- 
poration for a taxation year is the aggregate of 
(a) 50% of the corporation’s class B taxable 
income for the year, and 
(b) 48% of the corporation’s class A taxable 
income for the year. 


_ Exceptions (4) For the purposes of this section, a (4). Subsection 85(5) 
transaction shall be deemed not to have been a 
sale of gas by a corporation unless 
(a) the commodity sold was gas for lighting 
or heating and was not delivered in portable 
containers, and 
(b) the corporation itself had a system for 
the distribution of gas through which it 
delivered gas to not less than 100 different 
customers. 


DIVISION G — DEFERRED AND 
OTHER SPECIAL INCOME ARRANGEMENTS 


Employees Profit Sharing Plans 
“Employees 144. (1) In this Act, an “employees profit 144. (1). Subsection 79(1), modified 


ae sharing plan’? means an arrangement under 
plan” which payments computed by reference to his 
aoamcd profits from his business or by reference to his 


profits from his business and the profits, if any, . 
from the business of a corporation with whom 
he does not deal at arm’s length are made by an 
employer to a trustee in trust for the benefit of 
officers or employees of the employer or of a 
corporation with whom the employer does not 
deal at arm’s length (whether or not payments 
are also made to the trustee by the officers or 
employees), and under which the trustee has, 
since the commencement of the plan or the end 
of 1949, whichever is the later, each year 
allocated either contingently or absolutely to 
individual officers or employees, 

(a) all amounts received by him from the 

employer or from a corporation with whom 

the employer does not deal at arm’s length, 


No tax 
while 
trust 
governed 
by a 
plan 


Allocation 
contingent 
or 
absolute 
taxable 


(b) all profits from the trust property (com- 
puted without regard to any capital gain 
made by the trust or capital loss sustained 
by it at any time since the end of 1955), 

(c) all capital gains and capital losses of the 
trust for taxation years ending after 1971, 
and 


(dZ) all amounts in respect of which em- 

ployees who have, after 1971, ceased to be 

beneficiaries under the arrangement are dee- 

med by subsection (9) to have made a 

payment on account of tax under this Part, 
in such manner that the aggregate of all such 
amounts, profits, gains and losses, minus such 
portion thereof as has been paid to beneficiaries 
under the trust, is allocated either contingently 
or absolutely to officers or employees who are 
beneficiaries thereunder. 


(2) No tax is payable under this Part by a 
trust on the taxable income of the trust for a 
period during which the trust was governed by 
an employees profit sharing plan. 


(3) There shall be included in computing 
the income for a taxation year of an employee 
who is a beneficiary under an employees profit 
Sharing plan each amount that is allocated to 
him contingently or absolutely by the trustee 
under the plan at any time in the year 
otherwise than in respect of 

(a) a payment made by the employee to the 

trustee, 

(b) a capital gain made by the trust before 

P9723 

(c) a capital gain of the trust for a taxation 

year ending after 1971, 

(dq) again made by the trust after 1971 from 

the disposition of a capital property except 

to the extent that the gain is a capital gain 
described in paragraph (c), or 

(e) a taxable dividend received by the trust 

from a taxable Canadian corporation. 
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Section 144 
(4) Any capital gain of a trust governed by (4). New 

an employees profit sharing plan or any capital 

loss of the trust for a taxation year ending after 

1971 from the disposition of any property 

shall, to the extent that it has been allocated by 

: the trust to an employee who is a beneficiary 

under the plan, be deemed to be a capital gain 

[ or capital loss, as the case may be, of the 

: employee from the disposition of that pro- 

| perty, for the taxation year of the employee in 

which the allocation was made. 


Employers (5) An amount paid by an employer to a_ (5). Subsection 79(4) 
2 pee “trustee under an employees profit sharing plan 
trust during a taxation year or within 120 days 
deductible thereafter may be deducted in computing the 
employer’s income for the taxation year to the 
extent that it was not deductible in computing 


income for a previous taxation year. 


Beneficiary’s (6) An amount received in a taxation year (6). Subsection 79(5) 
ae by a beneficiary from a trustee under an 

employees profit sharing plan shall not be 

included in computing the beneficiary’s income 

for the year. 


Beneficiary’s (7) Notwithstanding subsection (6), such (7). Subsection 79(6), modified 
that pss -—séportion of an amount received in a taxation 

not de- year by a beneficiary from the trustee under an 
ductible employees profit sharing plan as cannot be 


established to be attributable to 
(a) payments made by the employee to the 
trustee, 
(b) amounts required to be included in 
computing the income of the employee for 
that or a previous taxation year, 
(c) a capital gain made by the trust before 
1972, 
(d) a capital gain of the trust for a taxation 
year ending after 1971, 
(e) a gain made by the trust after 1971 
from the disposition of a capital property 
except to the extent that the gain is a capital 
gain described in paragraph (@), 


Allocation 
of credit 
for 

_. dividends 


Refunds 


value of property transferred to the be- 
neficiary by the trustee that would have 
been considered to be a capital gain made by 
the trust in 1971 if the trustee had sold the 
property on December 31, 1971 for its fair 
market value at that time, or 


(g) a taxable dividend received by the trust 
from a taxable Canadian corporation, 


shall be included in computing the beneficiary’s 
income for the year in which the amount was 
received. 


(8) Where there has been included in com- 
puting the income of a trust for a taxation year 
during which the trust was governed by an 
employees profit sharing plan taxable dividends 
from taxable Canadian corporations and there 
has been allocated by the trustee under the plan 
for the purposes of this subsection an amount 
for the year to one or more of the employees 
who are beneficiaries under the plan, which 
amount or the aggregate of which amounts does 
not exceed the amount of the taxable dividends 
so included, each of the employees who are 
beneficiaries under the plan shall be deemed to 
have received a taxable dividend from a taxable 
Canadian corporation equal to the lesser of 

(a) the amount, if any, that would be 

included in computing his income for the 

year by virtue of this section, if this section 
were read without reference to paragraph 

(3)(e), and 

(b) the amount, if any, so allocated for the 

purposes of this subsection to him. 


(9) For the purposes of section 164, where 
an employee who is a beneficiary under an 
employees profit sharing plan ceases, at any 
time in a taxation year, to be a beneficiary 
thereunder, and it is established that 

(a) there has been included in computing 

the income of the employee for that or a 


previous taxation year an amount by virtue © 


 Subsectio 


(f) the portion, if any, of the increase in the - 


ny 
. 
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by the trustee under the plan prior to the 
time he ceased to be a beneficiary there- 
under, and 


(b) the employee has not at any time 
received that amount from the trustee under 
the plan and is not, under the plan, entitled 
to receive that amount, 


the employee shall be deemed to have made, at 
the time he ceased to be a beneficiary under the 
plan, a payment equal to 15% of that amount 
on account of tax under this Part for the 
taxation year in which he ceased to be a 
beneficiary under the plan. 


(10) Where the terms of an arrangement 
under which an employer makes payments to a 
trustee specifically provide that the payments 
shall be made “out of profits”, such arrange- 
ment shall, if the employer has so elected in 
prescribed manner, be deemed, for the purpose 
of subsection (1), to be an arrangement for 
payments “computed by reference to his pro- 
fits from his business’’. 


(11) Where an employees profit sharing plan 
is accepted for registration by the Minister as a 
deferred profit sharing plan, the taxation year 
of the trust governed by the employees profit 
sharing plan shall be deemed to have ended 
immediately before the plan is deemed to have 
become registered as a deferred profit sharing 
plan pursuant to subsection 147(S). 


Registered Supplementary 
Unemployment Benefit Plans 


145. (1) In this Act, 


(a) “registered supplementary unemploy- 
ment benefit plan’? means a supplementary 
unemployment benefit plan accepted by the 
Minister for registration for the purposes of 
this Act in respect of its constitution and 
Operations for the taxation year under 
consideration; and 


of any allocation made to him contingently 


Subsection 144(9) 


(10). Subsection 79(7) 


(11). Subsection 79(8) 


145. (1). Subsection 79A(1) 
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(b) “supplementary unemployment benefit 
plan” means an arrangement, other than an 
arrangement in the nature of  super- 
annuation or pension fund or plan or an 
employees profit sharing plan, under which 
payments are made by an employer to a 
trustee in trust exclusively for the payment 
of periodic amounts to employees or former 
employees of the employer who are or may 
be laid off for any temporary or indefinite 
period. 


(2) No tax is payable under this Part by a 
trust upon the taxable income of the trust for a 
period during which the trust was governed by 
a registered supplementary unemployment 
benefit plan. 


(3) There shall be included in computing 
the income of a taxpayer for a taxation year 
each amount received by him under a supple- 
mentary unemployment benefit plan from the 
trustee under the plan at any time in the year. 


(4) There shall be included in computing 
the income for a taxation year of a taxpayer 
who, as an employer, has made any payment to 
a trustee under a supplementary unemployment 
benefit plan, any amount received by the 
taxpayer in the year as a result of an amend- 
ment to or modification of the plan or as a 
result of the termination or winding-up of the 
plan. 


(5) An amount paid by an employer to a 
trustee under a registered supplementary un- 
employment benefit plan during a taxation year 
or within 30 days thereafter may be deducted 
in computing the employer’s income for the 
taxation year to the extent that it was not 
deductible in computing income for a previous 
taxation year. 


Subsection 145(1) 


(2). Subsection 79A(2) 


> 


(3). Subsection 79A(3) 


(4). Subsection 79A(3a) 


(5). Subsection 79A(4) 
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r. _ Registered Retirement Savings Plans 
_ Definitions 146. (1) In this section, 146. (1). 
“Annuitant” (a) “annuitant”? means an individual refer- (a). Paragraph 79B(1)(a) 


‘ red to in subparagraph (/)(i) or (ii) to 

whom, under a retirement savings plan, any 
annuity for life is agreed to be paid or is to 
be provided; 

“Benefit” (b) “benefit” means any amount paid or (5). Paragraph 79B(1)(b) 
payable under a retirement savings plan, 
otherwise than as a premium; 

“Earned (c) “earned income” means the aggregate of (c). Subsection 32(5), modified 

eecome” (i) salary or wages, superannuation or 
pension benefits, retiring allowances, 
death benefits, royalties in respect of a 
work or invention of which the taxpayer 
was the author or inventor, amounts 
included in computing the income of the 
taxpayer by virtue of subsection 6(4), 
clause 56(1)(a)(i(B) or paragraph 
56(1)(b) or (c), amounts allocated to the 
taxpayer by a trustee under an employees 
profit sharing plan, amounts received by 
the taxpayer from a trustee under a 
supplementary unemployment benefit 
plan, amounts included in computing the 
income of the taxpayer by virtue of this 
section and amounts included in com- 
puting the income of the taxpayer by 
virtue of subsections 147(10) and (15), 
(ii) income from the carrying on of a 
business either alone or as a partner 
actively engaged in the business, and 
(iii) rental income from real property, 

minus 

(iv) losses from the carrying on of a 
business either alone or as a partner 
actively engaged in the business, 
(v) losses from the rental-of real prop- 
erty, and 
(vi) amounts deductible under paragraph 
60(7) or (m) or under this section in 
computing the income of the taxpayer; 


See 


; 


‘ 


‘Maturity”’ 
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(d) “maturity”’ means the date fixed under 
a retirement savings plan for the commence- 
ment of any annuity the payment of which 
is provided for by the plan; 

(e) “non-qualified investment” in relation 
to a trust governed by a registered retire- 
ment savings plan means property acquired 
by the trust after 1971 that is not a 
qualified investment for such trust; 

(f) “premium” means any periodic or other 


amount paid or payable under a retirement 


savings plan, 
(i) as consideration for any agreement 
referred to in subparagraph (ji) to pay 
an annuity, or 
(ii) as a contribution referred to in sub- 
paragraph (/)(ii) for the purpose stated in 
that subparagraph; 
(g) “qualified investment” for a trust 
governed by a registered retirement savings 
plan means 
(i) an investment that would be 
described in any of subparagraphs (i) to 
(ix) (except subparagraphs (iii) and (vi)) 
of paragraph 204(e) if the references 
therein to a trust were read as references 
to the trust governed by the registered 
retirement savings plan, 
(ii)a bond, debenture, note or similar 
obligation of a corporation the shares of 
which are listed on a prescribed stock 
exchange in Canada, 
(iii)an annuity described in subpara- 
graph (2)(a)(ii) in respect of the annui- 
tant under the plan, if purchased from a 
person licensed or otherwise authorized 
under the laws of Canada or a province 
to carry on in Canada an annuities 
business, and 
(iv) such other investments as may be 
prescribed by regulations of the 
Govemor in Council made on the recom- 
mendation of the Minister of Finance; 
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(h) “tefund of premiums” means any 


amount paid or payable under a retirement 
savings plan, on or after the death of the 
annuitant thereunder in the event of his 
death before maturity, as or on account of 
(i) a return of premiums, 
(ii) reasonable interest on premiums, or 
(iii) a share or interest in or a bonus out 
of profits or gains; 
(i) “registered retirement savings plan” 
means a retirement savings plan accepted by 
the Minister for registration for the purposes 
of this Act as complying with the re- 
quirements of this section; and 
(j) “retirement savings plan” means 
(i) a contract between an individual and a 
person licensed or otherwise authorized 
under the laws of Canada or a province to 
carry on in Canada an annuities business, 
under which, in consideration of payment 
by the individual of any periodic or other 
amount as consideration under the con- 
tract, that person agrees to pay to the 
individual, commencing at maturity, an 
annuity for life, or 
(ii) an arrangement under which payment 
is made by an individual 


(A) in trust to a corporation licensed 
or otherwise authorized under the laws 
of Canada or a province to carry on in 
Canada the business of offering to the 
public its services as trustee, of any 
periodic or other amount as a contri- 
bution under the trust, or 

(B) to a corporation approved by the 
Governor in Council for the purposes 
of this section that is licensed or 
otherwise authorized under the laws of 
Canada or a province to issue in- 
vestment contracts providing for the 
payment to or to the credit of the 
holder thereof of a fixed or de- 
terminable amount at maturity, of any 
periodic or other amount as a con- 
tribution under any such contract 


Sibsechon 146( 4) 


(h). Paragraph 79B(1)\(/) 


(i). Paragraph 79B(1)(g) 


(7). Paragraph 79B(1)(h), modified 


sa507* 
Subsection 146(1) 


between the individual and that corp- 

oration, 
to be used, invested or otherwise applied 
by that corporation resident in Canada or 
that investment corporation, as the case 
may be, for the purpose of providing to 
the individual, commencing at maturity, 
an annuity for life. 


Acceptance (2) The Minister shall not accept for re- (2). Subsection 79B(2) 
Raa gistration for the purposes of this Act any 
registration retirement savings plan unless, in his opinion, it 


complies with the following conditions: 


(a) the plan does not 
(i) provide for the payment of any be- 
nefit before maturity, except by way of a 
refund of premiums, or 
(ii) provide for the payment of any be- 
nefit after maturity, except by way of 
(A) an annuity to the annuitant for his 
life, or 
(B) an annuity to the annuitant for the 
lives, jointly, of the annuitant and his 
spouse and to the survivor of them for 
his or her life, 
commencing at maturity and with or 
without a guaranteed term, not exceeding 
15 years, or, in the case of a plan entered 
into before the 14th day of March, 1957, 
not exceeding 20 years, commencing at 
maturity; 
(b) the plan does not 
(i) provide for the payment of any 
amount by way of annuity except 
(A) equal annual or other periodic 
amounts throughout the lifetime of 
the annuitant, and 
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(B) equal annual or other periodic 
amounts (not exceeding the corres- 
ponding annual or other periodic 
amounts referred to in clause (A)) 
throughout the period, if any, after 
the death of the annuitant, for which 
payment of the annuity is provided for 
by the plan, 

(ii) provide for the payment of any pre- 

mium after maturity, or 

(iii) provide for maturity after such time 

as the annuitant attains 71 years of age; 


(c) the plan includes a provision stipulating 
that no annuity payable thereunder is ca- 
pable either in whole or in part of surrender, 
commutation or assignment; and 

(d) the plan in all other respects complies 
with regulations of the Governor in Council 
made on the recommendation of the Mi- 
nister of Finance. 


(3) The Minister may accept for registration 
for the purposes of this Act any retirement 
savings plan notwithstanding that the plan 

(a) provides for the payment of a benefit 

after maturity by way of dividend; 

(b) provides for any annual or other pe- 

riodic amount payable 


(i) to the annuitant by way of an annuity 
described in clause (2)(a)(ii)(B), to be 
reduced, in the event of the death of his 
spouse during the lifetime of the annui- 
tant, in such manner as to provide for the 
payment of equal annual or other 
amounts throughout the lifetime of the 
annuitant thereafter, 

(ii) to any person by way of an annuity, 
to be reduced if a pension becomes 
payable to that person under the Old Age 
Security Act, by an annual or other 
periodic amount not exceeding the 
amount payable to that person in, that 
period under the Old Age Security Act, 
or 
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(iii) to any person by way of an annuity, 
to be increased or reduced depending 
upon the increase or reduction in the 
value of a specified group of assets 


constituting the assets of a separate and _ 


_ distinct account or fund maintained in 
respect of a variable annuities business by 
a person licensed or otherwise authorized 
under the laws of Canada or a province to 
carry on in Canada such busiriess; 


(c) provides for the commutation of any 
annuity payable thereunder 
(i) that became so payable on or after the 
death of the annuitant, or 
(ii) if the amount so payable, expressed in 
terms of a monthly rate, is less than $5; 


(d) in the case of an annuity for a gua- 
ranteed term, provides for the annuity to be 
assignable by will, or, in the event of the 
death of any person to whom any such 
annuity is payable, to be assignable by the 
heirs, executors, administrators or other 
legal representatives of such person in the 
distribution of his estate, so as to give effect 
to any testamentary disposition, or to the 
rights of any person on an intestacy, or to its 
appropriation to a legacy or a share or 
interest in the estate; 

(e) is adjoined to a contract or other 
arrangement that is not a retirement savings 
plan; or 

(f) contains such other terms and pro 
Visions, not inconsistent with this section, as 
are authorized or permitted by regulations 
of the Governor in Council made on the 
recommendation of the Minister of Finance. 


(4) No tax is payable under this Part by a 
trust on the taxable income of the trust for a 
taxation year if, throughout the period in the 
year during which the trust was in existence, 
the trust was governed by a registered re- 
tirement savings plan, except that 

(a) if the trust has borrowed money (other 

than money used in carrying on a business) 

in the year or has, after June 18, 1971, 

borrowed money (other than money used in 
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(4). Subsection 79B, modified 


Amount 
_ of premium 
_ deductible 


_ carrying on a business) that it has not repaid 


before the commencement of the year, tax is 
‘payable under this Part by the trust on its 
taxable income for the year, and 

(b) in any case not described in paragraph 
(a), if the trust has carried on any business 
or businesses in the year, tax is payable 
under this Part by the trust on the amount 
that its taxable income for the year would 
be if it had no incomes or losses from 
sources other than from that business or 
those businesses. 


(S) There may be deducted in computing 
the income for a taxation year of a taxpayer 
who is an annuitant under a registered re- 
tirement savings plan or becomes, within 60 
days after the end of the taxation year, an 
annuitant thereunder, the amount of any pre- 
mium paid by the taxpayer under the plan 
during the taxation year or within 60 days after 
the end of the taxation year (to the extent that 
it was not deductible in computing his income 
for a previous taxation year), not exceeding 
however the amount, if any, by which 


(a) in the case of a taxpayer in respect of 
whom any amount is deductible under pa- 
ragraph 1 20(1)(¢) or (7) in computing 
the income of any other person for that 
taxation year (or would be so deductible if 
that other person were a person taxable 
under subsection 2(1)), an amount that, 
when added to the amount deductible under 
subparagraph 8(1)(m)i) in computing the 
income of the taxpayer for that taxation 
year, does not exceed the lesser of $2,500 
and 20% of his earned income for that 
taxation year; and 


(>) in the case of any other taxpayer, the 
lesser of $4,000 and 20% of his earned 
income for that taxation year 


_ Subsection 146(4) 


(5). Subsection 79B(5), modified 


Disposition 
of non- 
qualified 
investment 


Recovery of 
property 
used as 
security 


exceeds the amount, if any, deductible under 
subsection (6) in computing his income for that 
taxation year. 

(6) Where in a taxation year a trust govern- 
ed by a registered retirement savings plan 
disposes of a non-qualified investment, the cost 
of which to the trust was included by virtue of 
subsection (10) in computing the income of the 
taxpayer who is the annuitant under the plan, 
there may be deducted, in computing the 
income of the taxpayer for the taxation year, 
an amount equal to the lesser of 

(a) the cost so included in computing the 

taxpayer’s income, and 

(b) the proceeds of disposition of the non- 

qualified investment. 


(7) Where in a taxation year a loan, for 
which a trust governed by a registered re- 
tirement savings plan has used or permitted to 
be used trust property as security, ceases to be 
extant, and the fair market value of the 
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(7) Subsection 105K(5), modified 


property so used was included by virtue of | 


subsection (10) in computing the income of the 
taxpayer who is the annuitant under the plan, 
there may be deducted, in computing the 
income of the taxpayer for the taxation year, 
an amount equal to the amount, if any, 
remaining when 
(a) the net loss (exclusive of payments by 
the trust as or on account of interest) 
sustained by the trust in consequence of its 
using or permitting to be used the property 
as security for the loan and not as a result of 
a change in the fair market value of the 
property 
is deducted from 
(b) the amount so included in computing the 
income of the taxpayer in consequence of 
the trust’s using or permitting to be used the 
property as security for the loan. 


_ Where 
disposition 
of 


property 
by trust 


Where 
acquisition 
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‘ah (8) There shall be included in computing 


the income of a taxpayer for a taxation year all 
amounts received by him in the year as a 
benefit under a registered retirement savings 
plan. 


(9) Where in a taxation year a trust govern- 
ed by a registered retirement savings plan 


(a) disposes of property for a consideration 
less than the fair market value of the 
property at the time of the disposition, or 
for no consideration, or 


(b) acquires property for a consideration 
greater than the fair market value of the 
property at the time of the acquisition, 


the difference between such fair market value 
and the consideration, if any, shall be included 
in computing the income for the taxation year 
of the annuitant under the plan. 


(10) Where in a taxation year a trust govern- 
ed by a registered retirement savings plan 


(a) acquires a non-qualified investment, or 


(b) uses or permits to be used any property 

of the trust as security for a loan, 
the cost to the trust of the non-qualified 
investment or the fair market value, at the time 
the property is used as security, of the property 
so used, as the case may be, shall be included in 
computing the income for the year of the 
taxpayer who is the annuitant under the plan. 


(11) Subsections 198(6) and (8) are appli- 
cable mutatis mutandis to subsections (6). 
(9) and (10), except that in the application of 
subsection 198(8) thereto paragraph (a) thereof 
shall be read as follows: 

“(a) the trust shall be deemed, for the pur- 
poses of subsection 146(6), to have disposed 
of each non-qualified investment that, by 
virtue of payments under the policy, it was 
deemed by subsection 146(10) to have 
acquired,”’, 
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(12) Where, at any time after a retirement 
savings plan has been accepted by the Minister 
for registration for the purposes of this Act, the 


plan is revised or amended or a new plan is: 


substituted therefor, and the plan as revised or 
amended or the new plan substituted therefor, 
as the case may be, (hereinafter in this sub- 
section referred to as the ‘“‘amended plan’’) does 
not comply with the requirements of this 
section for its acceptance by the Minister for 
registration for the purposes of this Act, the 
following rules apply: . 

(a) the amended plan shall be deemed, for 

the purposes of this Act, not to be a 

registered retirement savings plan; and 


(b) there shall be included in computing the 
income of a taxpayer for a taxation year all 
amounts received by him in the year that, by 
virtue of subsection (8) or (9), would have 
been so included if the amended plan had 
been a registered retirement savings plan at 
the time he received those amounts, and no 
deduction shall be made under paragraph 
60(a) in respect of those amounts in compu- 
ting his income for that year. 


(13) For the purposes of subsection (12), an 
arrangement under which a right or obli- 
gation under a retirement savings plan is 
released or extinguished either wholly or in 
part and either in exchange or substitution for 
any right or obligation, or otherwise (other 
than an arrangement the sole object and legal 
effect of which is to revise or amend the plan) 
or under which payment of any amount by way 
of loan or otherwise is made on the security of 
a right under a retirement savings plan, shall be 
deemed to be a new plan substituted for that 
retirement savings plan. 


(14) Where any amount has been paid in a 
taxation year as a premium under a retirement 
savings plan that was, at the end of that 
taxation year, a registered retirement savings 
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(13). Paragraph 79B(9\(b) 


(14). Subsection 79B(10) 


Plan not 
tegistered 
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entered 
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Transfer 
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| the purposes of this Act, to have been paid in 


that year as a premium under a registered 
retirement savings plan. 


(15) Notwithstanding anything in this 
section, where an amount is received in a 
taxation year as a benefit under a registered 
retirement savings plan that was not, at the end 
of the year in which the plan was entered into, 
a registered retirement savings plan, such part, 
if any, of the amount so received as may be 
prescribed shall be deemed, for the purposes of 
this Act, to have been received in the taxation 
year Otherwise than as a benefit or other 
payment under a registered retirement Savings 
plan. 


(16) Notwithstanding anything in’ this 
Section, a registered retirement savings plan 
may at any time be revised or amended with 
the approval of the Minister to provide for the 
payment or transfer, on behalf of the annuitant 
under the plan, of any funds thereunder by the 
person described in paragraph (1)(/) with whom 
the annuitant has a contract or arrangement 

(a) to another such person under a re- 

gistered retirement savings plan, or 


(b) as a contribution to or under a re- 
gistered pension fund or plan, 


and upon the payment or transfer of such funds 


(c) the amount so paid or transferred on 
behalf of the annuitant shall not by reason 
only of such payment or transfer be in- 
cluded in computing his income, and 

(d) no deduction may be made under sub- 
section (5) or section 60 in respect of 
the amount so paid or transferred in com- 
puting the income of the taxpayer for a 
taxation year. 
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Deferred Profit Sharing Plans 


147. (1) In this Act, 

(a) “deferred profit sharing plan’ means a 
profit sharing plan accepted by the Minister 
for registration for the purposes of this Act, 
upon application therefor in prescribed man- 
ner by a trustee under the plan and an em- 
ployer of employees who are beneficiaries 
under the plan, as complying with the 
requirements of this section; and 


(b) “profit sharing plan” means an arrange- 
ment under which payments computed by 
reference to his profits from his business or 
by reference to his profits from his business 
and the profits, if any, from the business of 
a corporation with whom he does not deal at 
arm’s length are or have been made by an 
employer to a trustee in trust for the benefit 
of employees of that employer or employees 
of any other employer, whether or not 
payments are or have been also made to the 
trustee by the employees. 


(2) The Minister shall not accept for regis- 


tration for the purposes of this Act any profit 
sharing plan unless, in his opinion, it complies 
with the following conditions: 


(a) the plan provides that each payment 
made under the plan to a trustee in trust for 
the benefit of beneficiaries thereunder is the 
ageregate of amounts each of which is 
required to be allocated by the trustee in the 
year in which it is received by him, to the 
individual beneficiary in respect of whom 
the amount was so paid; 


(b) the plan does not provide for the pay- 
ment of any amount to an employee or 
other beneficiary thereunder by way of loan; 


(c) the plan provides that no part of the 
funds of the trust governed by the plan may 
be invested in notes, bonds, debentures or 
similar obligations of 
(i) an employer by whom payments are 
_made in trust to a trustee under the plan 
for the benefit of beneficiaries there- 
under, or 


147. (1). Subsection 79c(1) 


(2). Subsection 79C(2), modified 
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(ii)a corporation with whom _ that 
employer does not deal at arm’s length; 


(d) the plan provides that no part of the 
funds of the trust governed by the plan may 
be invested in shares of a corporation at least 
50% of the property of which consists of 
notes, bonds, debentures or similar obli- 
gations of an employer or a corporation 
described in paragraph (c); 

(e) the plan includes a provision stipulating 
that no right or interest under the plan of an 
employee who is a beneficiary thereunder is 
capable, either in whole or in part, of 
surrender or assignment; 

(f) the plan includes a provision stipulating 
that each of the trustees under the plan shall 
be resident in Canada; 


(g) the plan provides that, if a corporation 
licensed or otherwise authorized under the 
laws of Canada or a province to carry on in 
Canada the business of offering to the 
public its services as trustee is not a trustee 
under the plan, there shall be at least 3 
trustees under the plan who shall be indi- 
viduals; 


(h) the plan provides that all income re- 
ceived, capital gains made and capital losses 
sustained by the trust governed by the plan 
must be allocated to beneficiaries under the 
plan on or before a day 90 days after the 
end of the year in which they were received, 
made or sustained, as the case may be, to the 
extent that they have not been allocated in 
years preceding that year; 

(i) the plan provides that all amounts allo- 
cated or re-allocated by a trustee under the 
plan to a beneficiary under the plan vest 
irrevocably in that beneficiary not later than 
5 years after the end of the year in which 
the amounts are so allocated or reallocated 
unless that beneficiary becomes, before that 
time, a person who is not an employee of 
any employer who makes or has made 
payments under the plan; 
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plan inform, in writing, all new beneficiaries - 
under the plan of their rights under the plan; 


(k) the plan provides that, in respect of each 
employee who is a beneficiary under the 
plan, all amounts vested in the employee 
become payable to the employee or, in the 
event of his death, to a beneficiary desig- 
nated by him or to his estate, not later than 
90 days after the earliest of 
(i) the death of the employee, 
(ii) the day on which the employee ceases 
to be employed by an employer who 
makes or has made payments under the 
plan to a trustee under the plan, 
(iii) the day on which the employee 
becomes 71 years of age, and 
(iv) the termination or winding up of the 
plan, 
except that the plan may provide that, upon 
election by the employee, all or any part of 
the amounts payable to him may be paid 
(v) in equal instalments payable not less 
frequently than annually over a period 
not exceeding 10 years from the day on 
which the amount became payable, or 
(vi) by a trustee under the plan to a 
person licensed or otherwise authorized 
under the laws of Canada or a province to 
carry on in Canada an annuities business, 
to purchase for the employee an annuity 
commencing not later than a day 71 years 
after the day of his birth, the guaranteed 
term of which, if any, does not exceed 15 
years; and 
(1) the plan, in all other respects, complies 
with regulations of the Governor in Council 
made on the recommendation of the 
Minister of Finance. 
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| B) The Minister shall not accept for regis- 


tration for the purposes of this Act any 


employees profit sharing plan unless all the 
capital gains of or made by the trust governed / 
by the plan before the date of application for 
registration of the plan and all the capital losses 
of or sustained by the trust before that date 
have been allocated by the trustee under the 
plan to employees and other beneficiaries there- 
under. 


(4) For the purposes of subsections (3) and 
(11), such amount as may be determined by the 
Minister, upon request in prescribed manner by 
the trustee of a trust governed by an employees 
profit sharing plan, shall be deemed to be the 
amount of 

(a) the capital gains of or made by the trust 

governed by the plan before the date of 

application for registration of the plan, or 


(b) the capital losses of or sustained by the 
trust before that date, 


as the case may be. 


_ (5) Where a profit sharing plan is accepted 
by the Minister for registration as a deferred 
profit sharing plan, the plan shall be deemed to 
have become registered as a deferred profit 
sharing plan 
(a) on the date the application for regis- 
tration of the plan was made, or 
(b) where in the application for registration 
a later date is specified as the date upon 
which the plan is to commence as a deferred 
profit sharing plan, on that date. 


(6) For a period during which a plan is a 
deferred profit sharing plan, the plan shall be 
deemed, for the purposes of this Act, not to be 
an employees profit sharing plan. 
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(7) No tax is payable under this Part by a 
trust on the taxable income of the trust for a 
period during which the trust was governed by 
a deferred profit sharing plan. 


(8) There may be deducted in computing 
the income of an employer for a taxation year 
the aggregate of each amount paid by the 
employer in the year or within 120 days after 
the end of the year, to a trustee under a 
deferred profit sharing plan for the benefit of 
employees of the employer who are bene- 
ficiaries under the plan, not exceeding, how- 
ever, in respect of each individual employee in 
respect of whom the amounts so paid by the 
employer were paid by him, an amount equal 
to the least of 


(a) the aggregate of each amount so paid by 
the employer in respect of that employee, 


(b) $2,500 minus the amount, if any, de- 
ductible under paragraph 20(1)(q) in respect 
of that employee in computing the income 
of the employer for the taxation year, and 


(c) 20% of the salary or wages paid in the 
year to the employee by the employer, 


to the extent that such amount was not 
deductible in computing the income of the 
employer for a previous taxation year. 


(9) Where each of two or more taxpayers 
not dealing at arm’s length would, but for this 
subsection, be entitled to a deduction under 
subsection (8) in computing his income for a 
taxation year in respect of amounts paid by 
him to a trustee under one or more deferred 
profit sharing plans in respect of the same 
person, not more than one of the taxpayers is 
entitled, in computing his income for that year, 
to a deduction under that subsection in respect 
of that person, and in the event of failure on 
the part of the taxpayers otherwise entitled to a 
deduction under that subsection to agree as to 
the taxpayer by whom the deduction may be 
made, no deduction thereunder may be made 
by either or any of them in computing his 
income for that year. 
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(9). Subsection 79C(8) 


“t Note 


1 oh ag Mi aR NG a eT RRR i ra 
pe enn ees 8% 
Piaame: | . Section 147 
(10) There shall be included in computing (10). Subsection 79C(9) 
the income of a beneficiary under a deferred 
profit sharing plan for a taxation year each 
amount received by him in the year from a 
4 trustee under the plan, minus 
i: (a) any amounts deductible under sub- 
3 sections (11) and (12) in computing the 
@ income of the beneficiary for the year, and 
(b) amounts paid by a trustee under the 
plan pursuant to the plan to a person 
described in subparagraph (2)(k)(vi) to 
purchase an annuity described in that sub- 
paragraph. | 


Portion of (11) For the purpose of subsection (10), (11). Subsection 79C(10), modified 

ee where an amount was received in a taxation 
year from a trustee under a deferred profit 
sharing plan by an employee or other bene- 
ficiary thereunder; and the employee was a 
beneficiary under the plan at a time when the 
plan was an employees profit sharing plan, the 
amount deductible under this subsection in 
computing the income of the beneficiary for 
the taxation year is such portion of the 
aggregate of the amounts so received in the year 
as does not exceed 


(a) the aggregate of 

(i)each amount included in computing 
the income of the employee for a pre- 
vious taxation year by virtue of section 
144, 

(ii) each amount paid by the employee to 
a trustee under the plan at a time when it 
was an employees profit sharing plan, and 
(iii) each amount that was allocated to 
the employee or other beneficiary by a 
trustee under the plan, at a time when it 
was an employees profit sharing plan, in 
respect of a capital gain made by the trust 
before 1972, 


Idem. 


minus 


(b) the aggregate of 
(i) each amount received by the employee 
or other beneficiary in. a previous tax- 
ation year from a trustee under the plan 
at a time when it was an employees profit 
sharing plan, 
(ii) each amount received by the 
employee or other beneficiary in a pre- 
vious taxation year from a trustee under 
the plan at a time when it was a deferred 
profit sharing plan, and 
(iii) each amount allocated to the em- 
ployee or other beneficiary by a trustee 
under the plan, at a time when it was 
an employees profit sharing plan, in 
respect of a capital loss sustained by the 
trust before 1972. 


(12) For the purpose of subsection (10), 
where an amount was received in a taxation 
year from a trustee under a deferred profit 
sharing plan by an employee or other bene- 
ficiary thereunder, and the employee has made 
a payment in the year or a previous year to a 
trustee under the plan at a time when the plan 
was a deferred profit sharing plan, the amount 
deductible under this subsection in computing 
the income of the beneficiary for the taxation 
year is such portion of the aggregate of the 
amounts so received in the year (minus any 
deduction allowed for the year by subsection 
(11)) as does not exceed 

(a) the aggregate of each amount so paid by 

the employee in the year or a previous year 

to the extent that any such payment was not 
deductible in computing the employee’s 
income, 

minus 

(b) the aggregate of each amount received 

by the employee or other beneficiary from a 

trustee under the plan, at a time when it was 

a deferred profit sharing plan, that was 

deductible under this subsection in com- 

puting his income for a previous taxation 
year. 
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ca (13) Where funds or property of a trust 


governed by a deferred profit sharing plan have 
been appropriated in any manner whatever to 
or for the benefit of a taxpayer who is 


(a) an employer by whom payments are 
made in trust to a trustee under the plan, or 
(b) a corporation with whom that employer 
does not deal at arm’s length, 
otherwise than in payment of or on account of 
Shares of the capital stock of the taxpayer 
purchased by the trust, the amount or value of 
the funds or property so appropriated shall be 
included in computing the income of the 
taxpayer for the taxation year of the taxpayer 
in which the funds or property were so appro- 
priated, unless such funds or property or an 
amount in lieu thereof equal to the amount or 
value of such funds or property was repaid to 
the trust within one year from the end of the 
taxation year, and it is established by sub- 
sequent events or otherwise that the repayment 
was not made as part of a series of appro- 
priations and repayments. 


(14) Where, at any time after a profit 
sharing plan has been accepted by the Minister 
for registration for the purposes of this Act, 


(a) the plan has been revised or amended or 

a new plan has been substituted therefor, 

and the plan as revised or amended or the 

new plan substituted therefor, as the case 

may be, ceased to comply with the require- 

ments of this section for its acceptance by 

the Minister for registration for the purposes 

of this Act, 

(b) any provision of the plan has not been 

complied with, or 

(c) the plan does not, as of January 1, 1968, 
(i) comply with the conditions described 
in paragraphs (2\a) to (k), and 
(ii) provide that the amounts held by the 
trust for the benefit of beneficiaries 
thereunder that remain unallocated on 
December 31, 1967 must be allocated or 
reallocated, as the case may be, before 
1969, 

the Minister may revoke the registration of the 
plan as of any date following 


5 
Section 147 
(13). Subsection 79c(12) 


(14). Subsection 79c(13) 
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Rules 
applicable 
to revoked 
plan 


(d) where paragraph (a) applies, the date 
that the plan ceased so to comply, 
(e) where paragraph (5) applies, the date 
that any provision of the plan was not so 
complied with, and 
(f) where paragraph (c) applies, January 1, 
1968, 
and he shall thereafter give notice of his action 
by registered mail to a trustee under the plan 
and to an employer of employees who are 
beneficiaries under the plan. 


(15) Where the Minister revokes the regis- 
tration of a deferred profit sharing plan, the 
plan (hereinafter referred to as the “revoked 
plan’’) shall be deemed, for the purposes of this 
Act, not to be a deferred profit sharing plan, 
and notwithstanding any other provision of this 
Act, the following rules shall apply: 


(a) the revoked plan shall not be accepted 
for registration for the purposes of this Act 
or be deemed to have become registered as a 
deferred profit sharing plan at any time 
within a period of one year commencing on 
the date the plan became a revoked plan; 

(b) subsection (7) does not apply to'‘exempt 
the trust governed by the plan from tax 
under this Part upon the taxable income of 
the trust for a taxation year in which, at any 
time therein, the trust was governed by the 
revoked plan; 

(c) no deduction shall be made by an 
employer in computing his income for a 
taxation year in respect of an amount paid 
by him to a trustee under the plan at a time 
when it was a revoked plan; 


(d) there shall be included in computing the 
income of a taxpayer for a taxation year 


‘Subsection 147(14) 


(15). Subsection 79c(14) 
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(i) all amounts received by him in the 
year from a trustee under the revoked 
plan that, by virtue of subsection (10), 
would have been so included if the 
revoked plan had been a deferred profit 
sharing plan at the time he received those 
amounts, and 

(ii) the amount or value of any funds or 
property appropriated to or for the 
benefit of the taxpayer in the year that, 
by virtue of subsection (13), would have 
been so included if the revoked plan had 
been a deferred profit sharing plan at the 
time of the appropriation of the funds or 
property; and 

(e) the revoked plan shall be deemed, for 
the purposes of this Act, not to be an 
employees profit sharing plan. 


(16) Where the terms of an arrangement 
under which an employer makes payments to a 
trustee specifically provide that the payments 
shall be made “out of profits”, such arrange- 
ment shall be deemed, for the purpose of 
subsection (1), to be an arrangement for pay- 
ments “computed by reference to his profits 
from his business’. 


(17) Where the expression “employee or 
other beneficiary” under a profit sharing plan 
occurs in this section, the words “other bene- 
ficiary” shall be construed as meaning any 
person, other than the employee, to whom any 
amount is or may become payable by a trustee 
under the plan as a result of payments made to 
the trustee under the plan in trust for the 
benefit of employees, including the employee. 


(18) Where a trust governed by a deferred 
profit sharing plan or revoked plan 

(a) disposes of property to a taxpayer fora 

consideration less than the fair market value 

of the property at the time of the trans- 

action, or for no consideration, or 


Subsection 147(15) 


(16). Subsection 79c(15) 


(17). Subsection 79c(16) 


(18). Subsection 79c(17) 


i z t H a (ail Acs “1 


consideration greater than the fair market 
value of the property at the time of the 
transaction, 
the difference between such fair market value 
and the consideration, if any, shall be deemed 
to be, 


(c) for the purposes of subsection (10), an 
amount received by the taxpayer from a 
trustee under the plan as if the taxpayer 
were a beneficiary under the plan, and 


(d) for the purposes of section 201, an 
amount forfeited in the trust and reallocated 
to the taxpayer, as if the taxpayer were an 
employee who was a beneficiary under the 
‘2 plan, 

‘ at the time of the disposal or acquisition, as the 
. case may be. 


Life Insurance Policies 


Amounts 148. (1) There shall be included in com- 
alae ie a) puting the income for a taxation year of a 
‘policy- policyholder, 

holder’s : Blt ity ; 
Fahne (a) in respect of any life insurance policy 


other than an annuity contract, the amount, 
if any, by which the proceeds of the 
disposition of an interest in the policy that 
he became entitled to receive in the year 
exceeds the adjusted cost basis of the policy 
to the policyholder as of the time of the 
disposition; and 

(5) in respect of any life insurance policy 
(other than a policy that is a registered 
retirement savings plan or that is or is issued 
pursuant to a registered pension fund or 
plan) all or any part of the insurer’s reserves 
for which vary in amount depending upon 
the fair market value of a specified group of 
assets (in this section referred to as a 
1 “segregated fund’), such portion of any 
F amount allocated to the policyholder in the 
year under the policy as was allocated out of 
gross revenue of the insurer from the se- 
gregated fund, other than gross revenue that 
is a dividend (other than a taxable dividend) 
] received by the insurer on a share of the 

. capital stock of any corporation. 


(b) acquires property from a taxpayer fora rs 


148. (1). Subsection 79D(1), modified 
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(2) For the purposes of subsection (1) and (2). Subsection 79D(2) 
paragraph (9)(a), where at a particular time a 

policyholder became entitled to receive under a 

life insurance policy an amount as, on account 

or in lieu of payment of, or in satisfaction of, a 

policy dividend, the policyholder shall be 

deemed to have disposed of an interest in the 

policy at that time and that amount shall be 

. deemed to be proceeds of the disposition that 

| he became entitled to receive at that time. 


‘Special (3) For the purposes of this section, where (3). Subsection 79D(3) 
| ag all or any part of an insurer’s reserves for a life 
policies insurance policy vary in amount depending 


upon the fair market value of a segregated fund, 


(a) in computing the adjusted cost basis of 
the policy, 
(i) an amount paid by the policyholder or 
on his behalf as or on account of pre- 
miums under the policy or to acquire an 
interest in the policy shall, to the extent 
that such amount was used by the insurer 
to acquire property for the purposes of 
the segregated fund, be deemed not to 
have been so paid, and 
(ii) any transfer of property by the in- 
surer from the segregated fund that re- 
sulted in an increase in the portion of its 
reserves for the policy that do not vary 
with the fair market value of the fund 
shall be deemed to have been a premium 
paid under the policy by the policy- 
holder; 
(b) the proceeds of the disposition of an 
interest in the policy shall be deemed not to 
include the portion thereof, if any, payable 
out of the segregated fund; and 
(c) any transfer of property by the insurer 
to the segregated fund that resulted in an 
increase in the portion of the insurer’s 
reserves for the policy that vary with the fair 
market value of the segregated fund and ina 
decrease in the portion of its reserves for the 
policy that do not so vary, shall be deemed 
to be a disposition of an interest in the 
policy entitling the policyholder to receive 
proceeds of disposition equal to the amount 
of the increase. 


Dividend 
deduction 
from tax 


Deductions 
for foreign 
tax 


(4) That proportion of any policyholder 
allocation from a segregated fund made to a 


policyholder by an insurer at any time in its 


taxation year that 
(a) such portion of the insurer’s gross re- 
venue for the year from the fund as was 
taxable dividends received by it in the year 
from taxable Canadian corporations 

is of 
(b) the insurer’s gross revenue for the year 
from the fund, 


shall be deemed to be a taxable dividend 
received by the policyholder from a taxable 
Canadian corporation in respect of shares of the 
capital stock thereof. 


(5) For the purposes of section 126 the 
following rules apply: 


(2) that proportion of any policyholder 
allocation from a segregated fund made by 
an insurer to a policyholder at any time in 
its taxation year that 
(i)such portion of the insurer’s gross 
revenue for the year from the fund as was 
dividends or interest payments received 
by it in the year from a non-resident 
person 
is of 
(ii) the insurer’s gross revenue for the 
year from the fund 
shall be deemed to be income of the policy- 
holder from sources in a country other than 
Canada; and 


(b) the policyholder shall be deemed to 
have paid as income tax to the government 
of that other country, on the amount 
deemed by paragraph (a) to be his income 
from sources in that other country, an 
amount equal to that proportion of the 
allocation that 
(i) the aggregate of taxes paid by the 
insurer to the governments of countries 
other than Canada for the year in respect 
of the dividends and interest payments so 
received by it (to the extent that such 
taxes were deducted in calculating, for 
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Section 148 
(4). Subsection 79D(4), modified 


(5). Subsection 79D(5) 


a oe ae na Se : aes Subsection 148(5) 
jek the purposes of the relevant authority, 
the amount of the fund as of the end of 
the year) 3 
is of 


(ii) the insurer’s gross revenue for the 
year from the fund. 


| (6) Where, under the terms of a life insur- (6). Subsection 79D(7) 
_— ance policy other than an annuity contract, a 
ernuity policyholder became entitled to receive from 
the insurer at a particular time before the death 
of the person whose life was insured there- 
under, all of the proceeds (other than policy 
dividends) payable at that time under the 
policy in the form of an annuity contract’ or 
annuity payments, 
(a) the payments shall be regarded as 
; annuity payments made under an annuity 
contract; 
: (b) the purchase price of the annuity con- 
‘ tract shall be deemed to be the adjusted cost 
i basis of the policy to the policyholder 
: immediately before the first payment under 
that contract became payable; and 


(c) the annuity contract or annuity pay- | 
ments shall be deemed not to be proceeds of 
the disposition of an interest in the policy. 


: Disposition (7) Where an interest of a policyholder ina (7). Subsection 79D(8) 
aid life insurance policy other than an annuity | 
length and contract is disposed of by way of gift (whether 
; a during his lifetime or by his will), by dis- 
tribution from a corporation or by operation of 
law only to any person, or in any manner 
whatever to any person with whom the policy- 
holder was not dealing at arm’s length, the 
policyholder shall be deemed thereupon to 
become entitled to receive proceeds of the 
disposition equal to the value of the interest at 
the time of the disposition, and the person who 
acquires the interest by virtue of the disposition 
shall be deemed to acquire it at a cost equal to 


ol thee 


: such value. | ) 

Policy (8) Where (8). Subsection 79D(9) 
ead (a) a policyholder owned an interest in a life 

22, 1968 insurance policy on October 22, 1968 and 


has not disposed of it on or before the 
policy’s tax anniversary date, and 


Definitions 


“adjusted 
cost basis’’ 


“Cash 
surrender 
value’”’ 


(b) the value of the interest on the policy’s 


tax anniversary date (computed without | 


regard to any premium that became payable 
on that date) exceeds the adjusted cost basis 
of the policy as of that date (computed 
without reference to this subsection and 
without regard to any premium that became 
payable on that date, but after deducting all 
policy dividends that became payable on 
that date), 


the policyholder shall, for the purposes of 
paragraph (9)(a), be deemed 


(c) to have acquired the interest on the 
policy’s tax anniversary date at a cost equal 
to its value referred to in paragraph (bd), 
(d) to have not, on or before that date, been 
entitled to receive any proceeds of dis- 
position of an interest in the policy, and 


(e) to have not, before that date, paid or 
had paid on his behalf any amount as or on 
account of premiums payable under the 
policy. 

(9) In this section, 


(a) “adjusted cost basis” to a policyholder 
as of a particular time of an interest in a life 
insurance policy means the amount, if any, 
by which 
(i) the aggregate of the cost to him of 
acquiring all his interests in the policy 
and all amounts paid by him or on his 
behalf before that time as or on account 
of premiums under the policy, 


exceeds 


(ii) all proceeds of disposition of his 
interests in the policy that he became 
entitled to receive before that time, 
except to the extent that such proceeds 
were required to be included in com- 
puting his income for a taxation year by 
virtue of paragraph (1 Xa); 
(b) “cash surrender value” at a particular 
time of a life insurance policy means its cash 
surrender value at that time computed with- 
out regard to any policy dividends payable 
thereunder or any interest payable on such 
dividends; 
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"Subsection 148(8) 


(9). Subsection 79D(10), modified 


“Life 
insurance 
policy” 
~ and 
‘relevant 
’ authority”’ 


— *Policy- 
holder 
allocation’”’ 
from a 
segregated 
fund 


“Tax 
anniversary 
date’ ’ 


“Value” 


(c) “disposition” in relation to a life insur- 
ance policy or an interest therein includes a 
surrender or termination, a disposition by 
operation of law only, or the maturity of the 
policy, but does not include 
(i) a termination of the policy in conse- 
quence of the death of any person whose 
life was insured under the policy, 
(ii) an assignment of all or any part of 
any interest in the policy for the purpose 
only of securing a debt or a loan, or 
(iii) a lapse of the policy in consequence 
of the premiums under the policy re- 
maining unpaid, if the policy was rein- 
stated not later than 60 days after the 
end of the calendar year in which the 
lapse occurred; 


(d) “life insurance policy” and ‘“‘relevant 
authority” have the meaning given those 
expressions in subsection 138(12); 


(e) “policyholder allocation” from a segre- 
gated fund means an amount allocated by an 
insurer to a policyholder that is required by 
paragraph (1)(b) to be included in com- 
puting the policyholder’s income; 

(f) “tax anniversary date” in relation to a 
life insurance policy means the second anni- 
versary date of the policy to occur after 
October 22, 1968; and 


(g) “value” at a particular time of an 
interest in a life insurance policy means, 
(i) where the interest includes an interest 
in the cash surrender value of the policy, 
the amount in respect thereof that the 
holder of the interest would be entitled 
to receive if the policy were surrendered 
at that time, and 
(ii) in any other case, nil. 


413 


Subsection 148(9) 


(g). Paragraph 79D(10)(/) 


Employees 
of a coun- 
try other 
than 

- Canada 


Members of 


the family 
and 
servants of 
employees 
ofa 
country 
other than 
Canada 
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DIVISION H — EXEMPTIONS 


149. (1) No tax is payable under this Part 
upon the taxable income of a person for a 
period when that person was 

(a) an officer or servant of the government 

of a country other than Canada whose duties 

require him to reside in Canada 


(i) if, immediately before assuming such — 


duties, he resided outside Canada, 
(ii) if that country grants a similar privi- 
lege to an officer or servant of Canada of 
the same class, 
(iii) if he was not, at any time in the 
period, engaged in a business or per- 
forming the duties of an office or 
employment in Canada other than his 
position with that government, and 
(iv) if he was not during the period a 
Canadian citizen; 
(b) a member of the family of a person 
_ described in paragraph (2) who resides with 
that person, or a servant employed by a 
person described in paragraph (a), 
(i)if the country of which the person 
described in paragraph (a) is an officer or 
servant grants a similar privilege to 
members of the family residing with and 
servants employed by an officer or serv- 
ant of Canada of the same class, 


(ii) if he was not, in the case of amember ~ 


of the family, at any time lawfully 
admitted to Canada for permanent resi- 
dence, or at any time in the period 
engaged in a business or performing the 
duties of an office or employment in 
Canada, 

(iii) if, in the case of a servant, imme- 
diately before assuming his duties as a 
servant of a person described in paragraph 
(a), he resided outside Canada and since 
first assuming such duties in Canada he 
has not at any time engaged in a business 
in Canada or been employed in Canada 
other than by a person described in 
paragraph (a), and 

(iv) if he was not during the period a 
Canadian citizen; 


149. (1). Subsection 62(1), modified 


(a). Paragraph 62(1)\(a) 


(b). Paragraph 62(1)(ab) 


te AORN alae Mae) | _ Subsection 149(1) 

(c) a municipality in Canada, ora municipal —_ (c). Paragraph 62(1)(d) 
or public body performing a function of 

government in Canada; 

(d) acorporation, commission or association (d). Paragraph 62(1)(c) 
not less than 90% of the shares or capital of 

which was owned by Her Majesty in right of 

Canada or a province or by a Canadian 

municipality, or a wholly-owned corporation 

subsidiary to such a corporation, commis- 


4 sion or association but this paragraph does 
i not apply 

‘| | (i) to such corporation, commission or 
fe | association if a person other than Her 


x Majesty in right of Canada or a province 
or a Canadian municipality had, during 
the period, a right under a contract, in 
equity or otherwise either immediately or 
in the future and either absolutely or 
contingently, to, or to acquire, shares or 
capital of that corporation, commission 
i or association, and 

(ii) to such wholly-owned subsidiary cor- 
‘ poration if a person other than Her 
Majesty in right of Canada or a province 
or a Canadian municipality had, during 
the period, a right under a contract, in 
equity or otherwise either immediately or 
in the future and either absolutely or 


ie contingently, to, or to acquire, shares or 
i, capital of that wholly-owned subsidiary 
i corporation or of the corporation, com- 
‘ mission or association of which it is a 
% wholly-owned subsidiary corporation; 
Certain (e) an agricultural organization, a board of (e). Paragraph 62(1 )(d@) 
renee trade or a chamber of commerce, no part of 
the income of which was payable to, or was 
otherwise available for the personal benefit 
B of, any proprietor, member or shareholder 
thereof; 
; Charitable (f) acharitable organization, whether or not (f). Paragraph 62(1){e) 
. ae incorporated, all the resources of which were 


devoted to charitable activities carried on by 
the organization itself and no part of the 
income of which was payable to, or was 
otherwise available for the personal benefit 
of, any proprietor, member or shareholder 
thereof; 


Non-profit 
corporation 


Charitable 
trusts 


| Ae 


A160 


(g) a corporation that was constituted 
exclusively for charitable purposes, no part 
of whose income was payable to, or was 
otherwise available for the personal benefit 
of, any proprietor, member or shareholder 
thereof, that has not, since June 1, 1950, 
acquired control of any other corporation 
and that, during the period, 
(i) did not carry on any business, 
(ii) had no debts incurred. since June 1, 
1950, other than obligations arising in 
respect of salaries, rents and other current 
Operating expenses, and 
(iii) except in the case of a corporation 
that was, before 1940, constituted ex- 
clusively for charitable purposes, ex- 
pended amounts each of which is 
(A) an expenditure in respect of chari- 
table activities carried on by the cor- 
poration itself, 
(B) a gift to an organization in Canada 
the income of which for the period is 
exempt from tax under this Part by 
virtue of paragraph (/), 
(C) a gift to a corporation resident in 
Canada the income of which for the 
period is exempt from tax under this 
Part by virtue of this paragraph, or 
(D) a gift to Her Majesty in right of 
Canada or a province or to a Canadian 
municipality, and 
the aggregate of which is not less than 
90% of the corporation’s income for the 
period; 
(1) a trust all the property of which is held 
absolutely in trust exclusively for charitable 
purposes, that has not, since June 1, 1950, 
acquired control of any corporation and 
that, during the period, 
(i) did not carry on any business, 
(ii) had no debts incurred since June 1, 
1950, other than obligations arising in 
respect of salaries, rents and other current 
Operating expenses, and 
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Subsection 149(1) 
(g). Paragraph 62(1)(f) 


(h). Paragraph 62(1 \(g) 


(iii) expended amounts each of which is 
(A) an expenditure in respect of chari- 
table activities carried on by the trust 
itself, ! 

(B) a gift to an organization in Canada 
the income of which for the period is 
exempt from tax under this Part by 
virtue of paragraph (f), or 

(C) a gift to a corporation resident in 
Canada the income of which for the 
period is exempt from tax under this 
Part by virtue of paragraph (g), and 
the aggregate of which is not less than 
90% of the income of the trust for the 
period; 
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Certain (i) a corporation that. was constituted ex- 
ee tions clusively for the purpose of providing low- 
cost housing accommodation for the aged, 
no part of the income of which was pay- 
able to, or was otherwise available for 
| the personal benefit of, any proprietor, 
| member or shareholder thereof; 


ee 


: Non-profit (7) a corporation that was constituted ex- 
Beaten clusively for the purpose of carrying on or 
scientific promoting scientific research, no part of 
mee scarch whose income was payable to, or was other- 
wise available for the personal benefit of, 
any proprietor, member or shareholder 
thereof, that has not acquired control of any 
other corporation and that, during the 
i period, 
(i) did not carry on any business, and 
(ii) expended amounts in Canada each of 
which is 
(A) an expenditure on scientific re- 
search directly undertaken by or on 
behalf of the corporation, or 
(B)a payment to an association, 
university, college or research institu- 
: tion, described in subparagraph 
: 37(1)(a)(ii) or (iii) to be used for 
scientific research, and 
the aggregate of which is not less than 
90% of the corporation’s income for the 
period; 


417 


- Subsection 149(1) 


(i). Paragraph 62(1)(ga) 


(7). Paragraph 62(1)\(gc) 


i, 
, 


( 


(k) a labour organization or society or a 
benevolent or fraternal benefit society or 


Way mS order; 3 fas eT loa ae Ce tune a eta me sea ya 
Non- (J) a club, society or association organized (2). Paragraph 62(1)(7) Fiat oe 
phate and operated exclusively for social welfare, , se 

tions” civic improvement, pleasure or recreation or 

os, for any other purpose except profit, no part 

a Y of the income of which was payable to, or 

et was otherwise available for the personal 

se | benefit of, any proprietor, member or share- 

a holder thereof; 

Mutual (m) a mutual insurance corporation that re- (m). Paragraph 62(1)(/) 

Beh ata ceived its premiums wholly from the in- 

“tons surance of churches, schools or other chari- 

i table organizations; 

pes (2) a limited dividend housing corporation (n). Paragraph 62(1)(J, modified 

Mion within the meaning of that expression as 

i, defined by the National Housing Act; 

Pension (0) a trust or corporation established or (o). Paragraph 62(1)(q), modified 

Bec. incorporated solely in connection with, or 

_ tion for the administration of, a registered pen- 

ie sion fund or plan; 

ie 

_ Trust (p) a trust under an employees profit shay- (p). Paragraph 62(1)(r) 

sbe ing plan to the extent provided by section 

sharing 144; 

‘5 plan 

| ‘Trust (q) a trust under a registered supplementary (q). Paragraph 62(1 (ra) 

s ee unemployment benefit plan to the extent 

tered provided by section 145; 

_ supple- 

mentary 

_ unemploy- 

- ment 

benefit 

4% plan . 

/ an (r) a trust under a registered retirement (r). Paragraph 62(1)(rb) 

- under . . 

Reedistered savings plan to the extent provided by 

_ retirement section 146; 

_ Savings 

- plan 

4 ayest (s) a trust under a deferred profit sharing (s). Paragraph 62(1\(rc) 

: ahead plan to the extent provided by section 147; 

_ profit or 

_ sharing 

- plan 


Levy pediod in no ) business ther he insurance, 

if, in the opinion of the Minister on the 
advice of the Superintendent of Insurance, 
50% of its gross premium income for the 
period was in respect of the insurance of 
farm property, property used in fishing or 
residences of farmers or fishermen. 


Micome. (2) For the purposes of paragraphs (1)(e) 


nott : ; | ‘ ha 
a Bide to (j) and paragraph (1)(/), in computing the 
__ taxable part, if any, of any income that was payable to 
4 ae or otherwise available for the personal benefit 


of any person or the aggregate of any amounts 
that is not less than a percentage specified in 
a any of those paragraphs of any income for a 
4 period, the amount of such income shall be 
f deemed to be the amount thereof otherwise 
determined less the amount of any taxable 
capital gains included therein. 


(3) Subsection (1) does not apply in respect 
of the taxable income of a benevolent or 
fraternal benefit society or order from carrying 


Q a on a life insurance business. 
a Idem (4) For the purposes of subsection (3), the 
3 taxable income of a benevolent or fraternal 


benefit society or order from carrying on a life 
a insurance business shall be computed on the 
assumption that it had no income or loss from 
any other sources. 


Exception (5) Notwithstanding subsection (1) and (2), 


a a hiigie where a club, society or association was for any 


income period, a club, society or association described 


eae in paragraph (1)(/) the main purpose of which 


was to provide dining, recreational or sporting 
facilities for its members (in this subsection 
referred to as the “‘club”), an inter vivos trust 
shall be deemed to have been created on the 
later of the commencement of the period and 
the end of 1971 and to have continued in 
existence throughout the period; and, through- 
out that period, the following rules apply: 

(a) the property of the club shall be deemed 

to the property of the trust; 


‘Subiecn oe 149 I ye 
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(2). New 


(3). Subsection 62(1a) 


(4). Subsection 62(1b) 


(5). New 
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Subsection 149(5) 


(b) where the club is a corporation, the 
corporation shall be deemed to be the 
trustee having control of the trust property; 
(c) where the club is not a corporation, the 
officers of the club shall be deemed to be 
the trustees having control of the trust 
property; 

(d) tax under this Part is payable by the 
trust upon its taxable income for each 
taxation year; 


(e) the income and taxable income of the 
trust for each taxation year shall be com- 
puted on the assumption that it had no in- 
comes or losses other than 
(i) incomes and losses from property, and 
(ii) taxable capital gains and allowable 
capital losses from dispositions of prop- 
erty, other than property used exclusively 
for and directly in the course of providing 
the dining, recreational or sporting fa- 
cilities provided by it for its members; 


(f) in computing the taxable income of the 
trust for each taxation year 


(i) there may be deducted, in addition to 
_ any other deductions permitted by this 
Part, $2,000, and | 
(ii)no deduction shall be made under 
section 109, 112 or 113 or paragraph 
110(1)(@); | 
(g) the provisions of subdivision k of Divi- 
sion B (except subsections 104(1) and (2)) 
do not apply in respect of the trust; and 
(A) Part VII does not apply in respect of 
dividends received by the trust. 


(6) Where it is necessary for the purpose of 
this section to ascertain the taxable income of a 
taxpayer for a period that is a part of a taxation 
year, the taxable income for the period shall be 
deemed to be the proportion of the taxable 
income for the taxation year that the number 
of days in the period is of the number of days 
in the taxation year. 


(6). Subsection 62(2) 


_ acquired 
_ control of 
_ another 


Gifts 


t 


(7) For the purpose of paragraph (1)(g) or 
(h), 


(a) a corporation is controlled by another 
corporation or by a trust if more than 50% 
of its issued share capital (having full voting 
rights under all circumstances) belongs to 
(i) the other corporation or the trust, or 
(ii) the other corporation or the trust and 
persons with whom the other corporation 
or the trust does not deal at arm’s length, 


but a corporation or trust shall be deemed 
not to have acquired control of a corpora- 
tion if it has not purchased (or otherwise 
acquired for a consideration) any of the 
shares in the capital stock of that corpora- 
tion; 
(b) there shall be included in computing a 
corporation’s or trust’s income all gifts 
received by the corporation or trust other 
than 
(i)a gift received subject to a trust or 
direction that the property given, or 
property substituted therefor, is to be 
held permanently by the corporation or 
trust for the purpose of gaining or pro- 
ducing income therefrom, or 
(ii) a gift or a portion of a gift in respect 
of which it is established that the donor 
has not been allowed a deduction under 
paragraph 110(1)(a) or a gift made by a 
person who was not taxable under section 
2 for the taxation year in which the gift 
was made; and 


(c) subsections 104(6) and (12) are not ap- 
plicable in determining a trust’s income. 


(8) For the purpose of paragraph (1)(/) 
(a) a corporation is controlled by another 
corporation if more than 50% of its issued 
share capital (having full voting rights under 
all circumstances) belongs to 
(i) the other corporation, or 
(ii) the other corporation and persons 
with whom the other corporation does 
not deal at arm’s length, 
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but a corporation shall be deemed not to 
have acquired control of a corporation if it 
has not purchased (or otherwise acquired for 
a consideration) any of the shares in the 
capital stock of that corporation; and 


(b) there shall be included in computing a 

corporation’s income all gifts received by the 

corporation and all amounts contributed to 
the corporation to be used for scientific 
research. 

(9) In computing the income of a corpora- 
tion or a trust for the purpose of determining 
whether it is described by paragraph (1\Xg), 
(A) or (/) for a taxation year 


(a) there may be deducted an amount not 
exceeding its income for the year preceding 
the taxation year computed without in- 
cluding or deducting any amount under this 
subsection, and 


(b) there shall be included any amount that 

has been deducted under this subsection for 

the immediately preceding taxation year. 

(10) For the purpose of determining wheth- 
er a corporation or trust has complied with 
the requirements of subparagraph (1\g)(iii), 
(1)(A)(iii) or (1)()(ii) for its first taxation year 
after its incorporation or creation, the whole or 
any part of amounts expended by it in the 
immediately subsequent taxation year shall, if 
it so elects, be deemed to have been expended 
by it in the first taxation year and not in the 
subsequent taxation year. 


DIVISION I— RETURNS, ASSESSMENTS, 
PAYMENT AND APPEALS 


Returns 


150. (1) A return of the income for each 
taxation year in the case of a corporation and 
for each taxation year for which a tax is 
payable in the case of an individual shall, 
without notice or demand therefor, be filed 
with the Minister in prescribed form and 
containing prescribed information, 


(a) in the case of a corporation, by or on 


behalf of the corporation within 6 months 
from the end of the year, 


(9). Subsection 62(4) 


(10). Subsection 62(5) 


150. (1). Subsection 44(1) 
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Bs (b) in the case of a person who has died 


without making the return, by his legal 
representatives, within 6 months from the 
day of death, 


(c) in the case of an estate or trust, within 
90 days from the end of the year, 


(d) in the case of any other person, on or 
before April 30, in the next year, by that 
person or, if he is unable for any reason to 
file the return, by his guardian, curator, 
tutor, committee or other legal repre- 
sentative, or 

(e) in a case where no person described by 
paragraph (a), (b) or (@) has filed the return, 
by such person as is required by notice in 
writing from the Minister to file the return, 
within such reasonable time as the notice 
specifies. 


(2) Whether or not he is liable to pay tax 
under this Part for a taxation year and whether 
or not a return has been filed under subsection 
(1) or (3), every person shall, on demand from 
the Minister, served personally or by registered 
letter, file, within such reasonable time as may 
be stipulated therein, with the Minister in 
prescribed form and containing prescribed in- 
formation a return of the income for the 
taxation year designated therein. 


(3) Every trustee in bankruptcy, assignee, 
liquidator, curator, receiver, trustee or com- 
mittee and every agent or other person ad- 
ministering, managing, winding-up, controlling 
or otherwise dealing with the property, busi- 
ness, estate or income of a person who has not 
filed a return for a taxation year as required by 
this section shall file a return in prescribed form 
of that person’s income for that year. 


(4) Where a partner or an individual who is 
a proprietor of a business died after the close of 
a fiscal period but before the end of the 
calendar year in which the fiscal period closed, 
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(2). Subsection 44(2) 


(3). Subsection 44(3) 


(4). Subsection 44(4), modified 
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Idem 


Idem 


Idem 


a separate return of the taxpayer’s income asa _ 


member of the partnership or as a proprietor of 
the business, after the close of the fiscal period 
to the time of death, may be filed and, if sucha 
separate return is filed, the tax under this Part 
shall be paid on the taxpayer’s income as such 
member or proprietor after the close of the 
fiscal period to the time of death as if that 
income were the income of another person. 


Estimate of Tax 


151. Every person required by section 150 
to file a return of income shall in the return 
estimate the amount of tax payable. 


Assessment 


152. (1) The Minister shall, with all due 
despatch, examine each return of income and 
assess the tax for the taxation year and the 
interest and penalties, if any, payable. 


(2) After examination of a return, the Min- 
ister shall send a notice of assessment to the 
person by whom the return was filed. 


(3) Liability for the tax under this Part is 
not affected by an incorrect or incomplete 
assessment or by the fact that no assessment 
has been made. 


(4) The Minister may at any time assess tax, 
interest or penalties under this Part or notify in 
writing any person by whom a return of income 
for a taxation year has been filed that no tax is 
payable for the taxation year, and may 

(a) at any time, if the taxpayer or person 

filing the return 

(i) has made any misrepresentation that is 
attributable to neglect, carelessness or 
wilful default or has committed any fraud 
in filing the return or in supplying any 
information under this Act, or 
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152. (1). Subsection 46(1) 


(2). Subsection 46(2) 


(3). Subsection 46(3) 


(4). Subsection 46(4), modified 


Idem 


Idem 


(ii) has filed with the Minister a waiver in 
_ prescribed form within 4 years from the 
day of mailing of a notice of an original 
assessment or of a notification that no 
tax is payable for a taxation year, and 


(b) within 4 years from the day referred to 
in subparagraph (a)(ii), in any other case, 
reassess or make additional assessments, or assess 
tax, interest or penalties under this Part, as the 

Circumstances require. 


(5) Notwithstanding subsection (4), there 
shall not be included in computing the income 
of a taxpayer, for the purpose of any reassess- 
ment, additional assessment or assessment of 
tax, interest or penalties under this Part that is 
made after the expiration of 4 years from the 
day referred to in subparagraph (4)(@)(ii), any 
amount 

(a) that was not included in computing his 

income for the purposes of an assessment of 

tax under this Part made prior to the 
expiration of 4 years from that day, and 


(b) in respect of which the taxpayer estab- 
lishes that the failure so to include it did not 
result from any misrepresentation that is 
attributable to neglect, carelessness or wilful 
default or from any fraud in filing a return 
of his income or in supplying any informa- 
tion under this Act. 


(6) Where a taxpayer has filed the return of 
income required by section 150 for a taxation 
year and, within one year from the day on or 
before which he was required by section 150 to 
file the return for that year, has filed an 
amended return for the year claiming a deduc- 
tion from income under section 111 in respect 
of aloss for the taxation year immediately fol- 
lowing that year, the Minister shall reassess the 
taxpayer’s tax for the year. 
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(7) The Minister is not bound by a retur 


7 information supplied by or on behalf Oba 
taxpayer and, in making an assessment, may, — 


notwithstanding a return or information so 
supplied or if no return has been filed, assess 
the tax payable under this Part. 


(8) An assessment shall, subject to being 
varied or vacated on an objection or appeal 


under this Part and‘ subject to a reassessment, 


be deemed to be valid and binding notwith- 
standing any error, defect or omission therein 
Or in any proceeding under this Act relating 
thereto. 


Payment of Tax 
153. (1) Every person paying 
(a) salary or wages or other remuneration to 
an officer or employee, 
(b) a superannuation or pension benefit, 
(c) a retiring allowance, 
(dq) an amount upon or after the death of an 
officer or employee, in recognition of his 


service, to his legal representative or widow 
or to any other person whatsoever, 

(e) an amount as a benefit under a supple- 
mentary unemployment benefit plan, 

(f) an annuity payment, 

(g) fees, commissions or other amounts for 
services, or 


(h) a payment under a deferred profit shar- 
ing plan or a plan referred to in section 147 
as a revoked plan, 


at any time in a taxation year shall deduct or 
withhold therefrom such amount as may be 


prescribed and shall, at such time as may be 


prescribed, remit that amount to the Receiver 
General of Canada on account of the payee’s 
tax for the year under this Part. 
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tion received by an individual in a taxation 


_year, if remuneration from which such amounts 


have been deducted or withheld and which he 
had received in the yéar is equal to or greater 
than three-quarters of his income for the year, 
he shall, on or before April 30 in the next year, 
pay to the Receiver General of Canada the 
remainder of his tax for the year as estimated 
under section 151. 


(3) When an amount has been deducted or 
withheld under subsection (1), it shall, for all 
the purposes of this Act, be deemed to have 
been received at that time by the person to 
whom the remuneration, benefit, payment, 
fees, commissions or other amounts were paid. 


(4) Where an amount has been received by a 
broker or dealer in securities in the period of 
twelve months immediately preceding a taxa- 
tion year as or in respect of dividends on shares 
the beneficial ownership of which is unknown 
to him at the end of the taxation year, the 
broker or dealer shall remit an amount equal to 
25% thereof to the Receiver General of Canada 
at such time as may be prescribed on account 
of the beneficial owner’s tax under this Part or 
Part XIII for the taxation year in which the 
dividend was received by the broker or dealer. 


(5) Where an amount has been remitted to 
the Receiver General under subsection (4), it 
shall for all purposes of this Act be deemed, 

(a) to have been received by the beneficial 

owner of the dividends, and 

(b) to have been deducted or withheld from 

such amount as would otherwise be payable 

by the broker or dealer to the beneficial 
owner in respect of the dividends. 


154. (1) The Minister may, with the ap- 
proval of the Govemor in Council, enter into an 
agreement with the government of a province 
to provide for tax transfer payments and the 
terms and conditions relating to such payments. 
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(5). Subsection 47(5) 


154. (1). Subsection 47A(1) 


SA Ay Lara 


Tax 
transfer 
payment 


Payment 
deemed 
received 
by individ- 
ual 


Payment 
deemed 
received 
by Re- 
ceiver 
General of 
Canada 


Amount 
not to 
include 
refund 


(2) Where, on account of the tax for a 
taxation year payable by an individual under 
this Part, an amount has been deducted or 
withheld under subsection 153(1) on the as- 
sumption that the individual was resident in a 
place Other than the province in which he 
resided on the last day of the year, and the 


individual 


(a) has filed a return under this Act, 
(b) is liable to pay tax under this Part for 
the year, and 
(c) is resident on the last day of the year in 
a province with which an agreement de- 
scribed in subsection (1) has been entered 
into, 
the Minister may make a tax transfer payment 
to the government of the province not ex- 


ceeding an amount equal to the product ob- 


tained by multiplying the amount or the 
aggregate of the amounts so deducted or 
withheld by a prescribed rate. 


(3) Where, pursuant to an agreement en- 
tered into under subsection (1), an amount has 
been transferred by the Minister to the govern- 
ment of a province with respect to an individ- 
ual, the amount shall, for all purposes of this 
Act, be deemed to have been received by the 
individual at the time the amount was trahs- 
ferred. 


(4) Where, pursuant to an agreement en- 
tered into under subsection (1), an amount has 
been transferred by the government of a prov- 
ince to the Minister with respect to an individ- 
ual, the amount shall, for all purposes of this 
Act, be deemed to have been received by the 
Receiver General of Canada on account of the 
individual’s tax under this Part for the year in 
tespect of which the amount was transferred. 


(S) In this section, an amount deducted or 
withheld does not include any refund made in 
respect of that amount. 
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155. Every individual whose chief source of 155. Section 48 

income is farming or fishing shall pay to the 

Receiver General of Canada 

(a) on or before December 31 in each 

taxation year, 2/3 of the tax as estimated by 

him at the rates for the year on his estimated 

taxable income for the year or on his taxable 

income for the immediately preceding year, 

and 


(b) on or before April 30 in the next year, 
the remainder of the tax as estimated under 
section 151. : 


Other in- 156. Every individual other than one to 156. Section 49 
dividuals = whom subsection 153(2) or section 155 applies, 
shall pay to the Receiver General of Canada 


(a) on or before March 31, June 30, Sep- 
tember 30 and December 31, respectively, in 
each taxation year, an amount equal to 1/4 
of the tax estimated by him at the rates for 
the year on his estimated taxable income for 
the year or on his taxable income for the im- 
mediately preceding year, and 


(b) on or before April 30 in the next year, 
the remainder of the tax as estimated under 
section 151. 


Corpora- 157. (1) Every corporation shall, during the 157. (1). Subsection 50(1) 
pons 15 months period ending 3 months after the 
close of each taxation year, pay to the Receiver 
General of Canada 
(a) either 
(i) on or before the last day of each of the 
first 12 months in that period, an amount 
equal to 1/12 of the tax as estimated by 
it at the rate for the taxation year on its 
estimated taxable income for the year, or 
(ii) on or before the last day of each of 
the first 2 months in that period, an 
amount equal to 1/12 of the tax as 
estimated by it at the rate for the 
taxation year on its taxable income for 
the second taxation year preceding the 
year, and on or before the last day of 
each of the next following 10 months in 


SEM 
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aaa the amount remaining after deducting the 
Brie amount computed pursuant to this sub- 
4: paragraph in respect of the first 2 months 
eae in the period from the tax as estimated 
cy by it at the rate for the taxation year on 
Heke its taxable income for the immediately 


preceding year; and 


(b) on or before the last day of the period, 


We the remainder of-the tax as estimated under 
section 151. 


- Special (2) Where a corporation has held forth the 

eet prospect that it will make allocations in propor- 
tion to patronage to its customers of a taxation 
year as described by section 135 and its 
taxable income for the year is estimated by it to 
be not more than $10,000, it may, instead of 
paying the instalments required by subsection 
(1), pay to the Receiver General of Canada, at 
the end of the period referred to in subsection 
(1), the whole of the tax as estimated under 
section 151. 


158. (1) The taxpayer shall, within 30 days 
from the day of mailing of the notice of 
assessment, pay to the Receiver General of 
Canada any part of the assessed tax, interest 
and penalties then remaining unpaid, whether 
or not an objection to or appeal from the 
assessment is outstanding. 


(2) Where, in the opinion of the Minister, a 
taxpayer is attempting to avoid payment of 
taxes, the Minister may direct that all taxes, 
penalties and interest be paid forthwith upon 
assessment. 


- Payment of 
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159. (1) Every person required by section 
150 to file a return of the income of any other 
, person for a taxation year shall, within 30 days 
‘ from the day of mailing of the notice of 

assessment, pay all taxes, penalties and interest 
payable by or in respect of that person to the 
extent that he has or had, at any time since the 
taxation year, in his possession or control 


Payments 
on behalf 
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that period, an amount equal ‘tot /10 of 


(2). Subsection 50(2) 


158. (1). Subsection 51(1) 


(2). Subsection 51(2) 


159. (1). Subsection 52(1) 
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and shall thereupon be deemed to have made 
that payment on behalf of the taxpayer. 


(2) Every assignee, liquidator, adminis- 
trator, executor and other like person, other 
than a trustee in bankruptcy, before distribut- 
ing any property under his control, shall obtain 
a certificate from the Minister certifying that 
taxes, interest or penalties that have been 
assessed under this Act and are chargeable 
against or payable out of the property have 
been paid or that security for the payment 
thereof has, in accordance with subsection 


~ 220(4), been accepted by the Minister. 


(3) Distribution of property without a cer- 
tificate required by subsection (2) renders the 
person required to obtain the certificate per- 
sonally liable for the unpaid taxes, interest and 
penalties. 


160. (1) Where a person has, on or after the 
Ist day of May, 1951, transferred property, 
either directly or indirectly, by means of a trust 
or by any other means whatever, 

(a) to his spouse or to a person who has 

since become his spouse, or 


(b) to a person who was under nineteen 


years of age, 
the following rules are applicable: 
(c) the transferee and transferor are 2 jointly 
and severally liable to pay a part of the 
transferor’s tax under this Part for each 
taxation year equal to the amount by which 
the tax for the year is greater than it would 
have been if it were not for the operation of 
section 74 or section 75, as the case may be, 
in respect of income from the property so 
transferred or from property substituted 
therefor; and 
(d) the transferee and transferor are jointly 
and severally liable to pay the lesser of 
(i) any amount that the transferor was 
liable to pay under this Act on the day of 
the transfer, and 
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(ii) a part of any amount that the trans- 
feror was so liable to pay equal to the 
value of the property so transferred; 


but nothing in this subsection shall be deemed 
to limit the liability of the transferor under any 
other provision of this Act. 


(2) The Minister may at any time assess a 
transferee in respect of any amount payable by 
virtue of this section and the provisions of this 
Division are applicable mutatis mutandis in 
respect of an assessment made under this 
section as though it had been made under 
section 152. 


(3) Where a transferor and transferee have, 
by virtue of subsection (1), become jointly and 
severally liable in respect of part or all of a 
liability of the transferor under this Act, the 
following rules are applicable: 


(a) a payment by the transferee on account 
of his liability shall to the extent thereof 
discharge the joint liability; but 

(b) a payment by the transferor on account 
of his liability only discharges the trans- 
feree’s liability to the extent that the pay- 
ment operates to reduce the transferor’s 
liability to an amount less than the amount 
in respect of which the transferee was, by 
subsection (1), made jointly and severally 
liable. 


Interest 


161. (1) Where the amount paid on ac- 
count of tax payable by a taxpayer under this 
Part for a taxation year before the expiration of 
the time allowed for filing the return of the tax 
payer’s income is less than the amount of tax 
payable for the year under this Part, the person 
liable to pay the tax shall pay interest at a 
prescribed rate per annum on the difference 
between those two amounts from the expiration 
of the time for filing the return of income to 
the day of payment. 


(2) In addition to the interest payable under 
subsection (1), where a taxpayer, being re- 
quired by this Part to pay a part or instalment 
of tax, has failed to pay all or any part thereof 
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as required, he shall, on payment of the amount 
he failed to pay, pay interest at the rate per 
annum prescribed for the purposes of sub- 
section (1) from the day on or before which he 
was required to make the payment to the day 
of payment or the beginning of the period in 
respect of which he becomes liable to pay 
interest thereon under subsection (1), which- 
ever is earlier. 


(3) In addition to the interest payable under 
subsection (1), where a corporation that paid 
tax under subsection 157(2) had a taxable 
income for the taxation year of more than 
$10,000, it shall, forthwith after assessment, 
pay an amount equal to 3% of the tax payable 
under this Part for the taxation year. 


(4) For the purposes of subsection (2), 
where a taxpayer is required to pay a part or 
instalment of tax for a taxation year as estimat- 
ed by him on his taxable income for a 
preceding year or on his estimated taxable 
income for the taxation year, he shall be 
deemed to have been liable to pay a part or 
instalment computed by reference to the 
taxable income for 


(a) the preceding year, or 
(b) the taxation year, 
whichever is the lesser. 


(5) Notwithstanding any other provision in 
this section, no interest is payable in respect of 
the amount by which the tax payable by a 
person is increased by a payment made by the 
Canadian Wheat Board on a participation certi- 
ficate previously issued to him until 30 days 
after the payment is made. 


(6) Where the income of a taxpayer for a 
taxation year, or part thereof, is from sources 
in another country and the taxpayer by reason 
of monetary or exchange restrictions imposed 
by the law of that country is unable to transfer 
it to Canada, the Minister may, if he is satisfied 
that payment as required by this Part of the 
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from sources in that country would impose 
extreme hardship on the taxpayer, postpone 
the time for payment of the whole or a part of 
that additional tax for a period to be deter- 
mined by the Minister but no such postpone- 
ment may be granted if any of the income for 
the year from sources in that country has been 


(a) transferred to Canada, 


(5) used by the taxpayer for any purpose 


whatever, other than payment of income 
tax to the government of that other country 
on income from sources therein, or 


(c) disposed of by him; 
and no interest is payable under this section 


in respect of that additional tax, or part 
thereof, during the period of postponement. 


(7) Where a taxpayer is entitled to deduct 
under section 111 in computing his taxable 
income for a taxation year an amount in 
respect of a loss for the taxation year imme- 
diately following the taxation year (hereinafter 
in this subsection referred to as “the loss 
year’), for the purpose of computing interest 
under subsection (1) or (2) on tax or a part or 
instalment of tax for the taxation year for any 
portion of the period in respect of which the 
interest is payable on or before the last day of 
the loss year, the tax payable for the taxation 
year shall be deemed to be the amount that it 
would have been if the taxpayer were not 
entitled to deduct any amount under section 
111 in respect of that loss. 


Penalties 


162. (1) Every person who has failed to 
make a return as and when required by subsec- 
tion 150(1) is liable to a penalty of 
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be filed, if the tax payable under this Part 
that was unpaid at that time was less than 
$10,000, and | 

(b) $500, if at the time the return was 
required to be filed tax payable under this 
Part equal to $10,000 or more was unpaid. 


(2) Every person who has failed to file a 


- return as required by subsection 150(3) is liable 


to a penalty of $10 for each day of default but 
not exceeding $50. 


(3) Every person who has failed to complete 
the information on a prescribed form as re- 
quired by or pursuant to section 150 is, unless 
in the case of an individual the Minister has 
waived it, liable to a penalty 

(a) of 1% of the tax payable under this Part 

but, whether he is taxable or not, not less 

than $25 or more than $100, or 

(b) in the case of an individual, of such 

lesser amount as the Minister may have fixed 

in respect of the specific failure. 


163. (1) Every person who wilfully at- 
tempts to evade payment of the tax payable by 
him under this Part by failing to file a return of 
income as and when required by subsection 
150(1) is liable to a penalty of 50% of the 
amount of the tax sought to be evaded. 


(2) Every person who, knowingly, or under 
circumstances amounting to gross negligence in 
the carrying out of any duty or obligation 
imposed by or under this Act, has made, or has 
participated in, assented to or acquiesced in the 
making of, a statement or omission in a return, 
certificate, statement or answer filed or made as 
required by or under this Act or a regulation, as 
a result of which the tax that would have been 
payable by him for a taxation year if the tax 
had been assessed on the basis of the informa- 
tion provided in the return, certificate, state- 
ment or answer is less than the tax payable by 


(2). Subsection 55(2) 


(3). Subsection 55(3) 


163. (1). Subsection 56(1), modified 


(2). Subsection 56(2) 
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him for the year, is liable to a penalty of 25% 
of the amount by which the tax that would so 
have been payable is less than the tax payable 
by him for the year. 


(3) Where, in any appeal under this Act, any 
penalty assessed by the Minister under this 
section is in issue, the burden of establishing the 
facts justifying the’ assessment of the penalty 
is on the Minister. 


Refunds 


164. (1) If the return of a taxpayer’s in- 
come for a taxation year has been made within 
4 years from the end of the year, the Minister 


(a) may, upon mailing the notice of assess- 
ment for the year, refund, without applica- 
tion therefor, any overpayment made on 
account of the tax; and 


(b) shall make such a refund after mailing 
the notice of assessment if application there- 
for has been made in writing by the taxpayer 
within 4 years from the end of the year. 


(2) Instead of making a refund that might 
otherwise be made under this section, the 
Minister may, where the taxpayer is liable or 
about to become liable to make any pay- 
ment under this Act, apply the amount of the 
overpayment to that other liability and notify 
the taxpayer of that action. 


(3) Where an amount in respect of an 
overpayment is refunded, or applied under this 
section on other liability, interest at a pres- 
cribed rate per annum shall be paid or applied 
thereon for the period commencing with the 
latest of 


(a) the day when the overpayment arose, 


(6) the day on or before which the return of 
the income in respect of which the tax was 
paid was required to be filed, and 


bs aml BRAS Fy 


Subsection | 631. 2) 


(3). New 


164. (1). Subsection 57(1) 


(2). Subsection 57(2) 


(3). Subsection 57(3), modified 


_ Idem 


Effect of 
carryback 
of loss 


(c) the day when the return of income was 
actually filed, 
and ending with the day of refunding or 
application aforesaid, unless the amount of the 
interest so calculated is less than $1, in which 
event no interest shall be paid or applied under 
this subsection. 


(4) Where, by a decision of the Minister 
under section 165 or by a decision of the Tax 
Review Board, the Federal Court of Canada or 
the Supreme Court of Canada, it is finally 
determined that the tax payable by a taxpayer 
for a taxation year under this Part is less than 
the amount assessed by the assessment under 
section 152 to which the objection was made or 
from which the appeal was taken and the 


- decision makes it appear that there has been an 


overpayment for the taxation year, the interest 
payable under subsection (3) on that over- 
payment shall be computed at the rate per 
annum prescribed for the purposes of subsection 
161(2) instead of that prescribed for the 
purposes of subsection (3). 


(5) Where a taxpayer is entitled to deduct 
under section 111 in computing his taxable 
income for a taxation year an amount in 
respect of a loss for the taxation year imme- 
diately following the taxation year (in this 
subsection referred to as “‘the loss year’), and 
the amount of the tax payable for the taxation 
year is relevant in determining an overpayment 
for the purpose of computing interest under 
subsection (3) for any portion of a period 
ending on or before the last day of the loss 
year, the tax payable for the taxation year shall 
be deemed to be the amount that it would have 
been if the taxpayer were not entitled to 
deduct any amount under section 111 in respect 
of that loss. 


Subsection 164(3) 


(4). Subsection 57(3a), modified 


(5). Subsection 57(5) 
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(6) Where in the course of administering 


Pea, Ly. 
Where 


Bees acty the estate of a deceased taxpayer, the tax- PES SM AUG CTSA aE Ra an a aa Sen ee 
_ by legal payer’s legal representative has, within the | Jone es Soe tee 
‘apne at /2-month period immediately following the 


"deceased death of the taxpayer, 
(a) disposed of capital property of the 
estate so that the aggregate of amounts 
each of which is a capital loss from the 
disposition of any property of the estate 
ae exceeds the aggregate of all amounts each of 
ne which is a capital gain from the disposition 
ee of any property of the estate, or 
| (b) disposed of all of the depreciable proper- 
? ty of a prescribed class of the estate so that 
ne the undepreciated capital cost to the estate 
As of property of that class at the end of the 
first taxation year of the estate is, by virtue 
of any regulation made under paragraph 
20(1)(a2), deductible in computing the in- 
come of the estate for that year, 


i « 
, 
4 


the legal representative shall be deemed to have 
paid, on account of tax under this Part payable 
by the estate for its first taxation year, an 
amount equal to the amount, if any, by which 


(c) the tax under this Part payable by the 
deceased taxpayer for the taxation year in 
which he died 

exceeds 


(dq) the amount that would have been the 
tax under this Part payable by the deceased 
Ke taxpayer for the taxation year in which he 
died if 
(i) such part of the excess described in 
paragraph (a) as the legal representative 
so elects, in prescribed manner and within 
prescribed time, had been a capital loss 
of the deceased taxpayer for that year, 
and 
(ii) such part of the amount of any 
deduction described in paragraph (b) (not 
exceeding the amount that, but for this 
subsection, would be the non-capital loss 
of the estate for the year) as the legal 
representative so elects, in prescribed 
manner and within prescribed time, had 
been deducted in computing the income 
of the deceased taxpayer for that year, 


i 


of the estate for its first taxation year, 
_(e) the part referred to in subparagraph 
(di) shall be deemed not to have been a 
loss of the estate, and 


(f) the part referred to in subparagraph 
(d)(ii) is not deductible in computing any 
loss of the estate for the year. 


Be cenyment’ (7) In this section, “overpayment” means 
; the aggregate of all amounts paid on account 
of tax minus all amounts payable under this 
Act or an amount so paid where no amount 
is so payable. 


Objections to Assessments 


P Objections 165. (1) A taxpayer who objects to an 


4 iad assessment under this Part may, within 90 days 

4 from the day of mailing of the notice of 

assessment, serve on the Minister a notice of 
objection in duplicate in prescribed form set- 
ting out the reasons for the objection and all. 
relevant facts. 

Service (2) A notice of objection under this section 

a shall be served by being sent by registered mail 

i addressed to the Deputy Minister of National 

a } Revenue for Taxation at Ottawa. 

Duties of (3) Upon receipt of a notice of objection 


Minister under this section, the Minister shall, 


4 (a) with all due dispatch reconsider the 
assessment and vacate, confirm or vary the 
ii assessment or reassess, Or 
(b) where the taxpayer indicates in the 
notice of objection that he wishes to appeal 
immediately either to the Tax Review Board 
or to the Federal Court and that he waives 
d reconsideration of the assessment and the 
| Minister consents, file a copy of the notice 


of objection with the Registrar of the Tax - 


Review Board or in the Registry of the 
Federal Court, as the case may be, 


puting ie net peed loss A non- taal fee 


Subsection 164(6 ) i 


(7). Subsection 57(4), modified 


165. (1). Subsection 58(1) 


(2). Subsection 58(2) 


(3). Subsection 58(3), modified 


Effect of 
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and he shall thereupon notify the taxpayer of 
his action by registered mail. 


(4) Where the Minister files a copy of a 
notice of objection pursuant to paragraph 
(3)(b), the Minister shall be deemed, for the 
purpose of section 169, to have confirmed the 
assessment to which the notice relates and the 
taxpayer who served the notice shall be deemed 
to have thereupon instituted an appeal in 
accordance with that section or subsection 
172(2), as the case may be. 


(S) A reassessment made by the Minister 
pursuant to subsection (3) is not invalid by 
reason only of not having been made within 4 
years from the day of mailing of a notice of an 
Original assessment or of a notification describ- 
ed in subsection 152(4). 


(6) The Minister may accept a notice of 
objection under this section notwithstanding 
that it was not served in duplicate or in the 
manner required by subsection (2). 


(7) Where a taxpayer has served a notice of 
objection to an assessment in accordance with 
this section and thereafter the Minister re- 
assesses the taxpayer’s tax for the taxation year 
in respect of which the notice of objection was 
served or makes an additional assessment in 
respect thereof, and sends to the taxpayer 
a notice of the reassessment or of the additional 
assessment, as the case may be, the taxpayer 
may, without serving a notice of objection to 
the reassessment or additional assessment, 

(a) appeal therefrom to the Tax Review 

Board or the Federal Court in accordance 

with section 169 or subsection 172(2); or 


Subsection 165(3) 


_ (4). New 
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(b) if an appeal to the Tax Review Board or 
the Federal Court has been instituted with 

_ respect to the assessment, amend such 
appeal by joining thereto an appeal in 
respect of the reassessment or the additional 
assessment in such manner and on such 
terms, if any, as the Board or the Court 
directs. 


General 


166. An assessment shall not be vacated or 
varied on appeal by reason only of any irregu- 
larity, informality, omission or error on the 
part of any person in the observation of any 
directory provision of this Act. 


167. (1) Where because of the death, in- 
Capacitating sickness or bankruptcy of a 
taxpayer no objection to an assessment under 
section 165 or appeal to the Tax Review Board 
under section 169 has been made or instituted 
within the time limited by section 165 or 169, 
as the case may be, for so doing, an application 
may be made to the Tax Review Board for an 
order extending the time within which a notice 
of objection may be served or an appeal 
instituted and the Board may make an order 
extending the time for objecting or appealing 
and may impose such terms as it deems just. 


(2) The application referred to in subsection 
(1) shall set forth the reasons why it was not 
possible to serve the notice of objection or 
institute the appeal to the Board within the 
time otherwise limited by this Act for so doing. 


(3) An application under subsection (1) 
shall be made by filing with the Registrar of the 
Tax Review Board or by sending by registered 
mail addressed to him at Ottawa 3 copies of the 
application accompanied by 3 copies of a 
notice of objection or notice of appeal, as the 
case may be. 
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| Subsection 165(7) 


166. Section 61 


167. (1). Subsection 61A(1) 


(2). Subsection 61A(2) 


(3). Subsection 61A(3), modified 
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(4) Where, because of the death, incapaci 


tating sickness or bankruptcy of the taxpayer _ a Re Me ie 


no appeal to the Federal Court of Canada under 
section 172 has been instituted within the time 
limited by that section, an application may be 
made to the Federal Court of Canada by notice 
filed in the Court and served on the Deputy 
Attorney General of Canada at least 14 days 
before the application is returnable for an order 
extending the time within which such appeal 
may be instituted and the Court may make an 
order extending the time for appealing and may 
impose such terms as it deems just. 


(5) No order shall be made under subsection 
(1) or (4) 


(a) unless.the application to extend the time 


for objecting or appealing is made within, 


one year after the expiration of the time 
otherwise limited by this Act for objecting 
to or appealing from the assessment in 
respect of which the application is made; 


(b) if the Board or Court has previously 
made an order extending the time for 
objecting to or appealing from the assess- 
ment; and 


(c) unless the Board or Court is satisfied 
that, 
(i) but for the circumstances mentioned 
in subsection (1) or (4), as the case may 
be, an objection or appeal would have 
been made or taken within the time 
otherwise limited by this Act for so 
doing, 
(ii) the application was brought as soon as 
circumstances permitted it to be brought, 
and 
(iii) there are reasonable grounds for ob- 
jecting to or appealing from the assess- 
ment, 


Revocation of Registration of Certain 
Organizations and Associations 


168. (1) Where a_ registered Canadian 
charitable organization or a registered Canadian 
amateur athletic association 

(2) applies to the Minister in writing for 

revocation of its registration, 


(5). Subsection 61A(5) 


168. (1). New 


Revocation 
0! of registra- 


ct for its. registration as such) 


oi Neve fails to file an information return as dont 


when required under this Act or a regula- 


tion, 


(d) issues a receipt for a gift or donation 
otherwise than in accordance with this Act 
and the regulations or that contains false 
information, 


(e) fails to comply with or contravenes 
section 230 or 231, or 


(f) in the case of a registered Canadian 
amateur athletic association, accepts a gift or 
donation the granting of which was express- 
ly or impliedly conditional upon the associa- 
tion making a gift or donation to another 
person, club, society or association, 


the Minister may, by registered mail, give notice 
to the registered Canadian charitable organiza- 
tion or registered Canadian amateur athletic 
association that he proposes to revoke its 
registration. 


(2) Where the Minister gives notice under 


subsection (1) to a registered Canadian charita- 
ble organization or to a registered Canadian 
amateur athletic association, 


(a) if the organization or association has 
applied to him in writing for the revocation 
of its registration, the Minister shall, forth- 
with after the mailing of the notice, publish 
a copy thereof in the Canada Gazette, and 


(b) in any other case, the Minister may, 
after the expiration of 30 days from the day 
of mailing of the notice, or after the 
expiration of such extended period from the 
day of mailing of the notice as the Federal 
Court of Appeal or a judge thereof, upon 
application made at any time before the 
determination of any appeal pursuant to 
subsection 172(3) from the giving of the 
notice, may fix or allow, publish a copy of 
the notice in the Canada Gazette, 


and upon such publication of a copy of the 
notice, the registration of the organization or 
association is revoked, 


a (ae 


(2). New 
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DIVISION J — APPEALS TO 
THE TAX REVIEW BOARD 
AND THE FEDERAL COURT 


169. Where a taxpayer has served notice 
of objection to an assessment under section 
165, he may appeal to the Tax Review Board to 
have the assessment vacated or varied after 
either 


(a) the Minister has confirmed the assess- 
ment or reassessed, or 


(b) 180 days have elapsed after service of 
the notice of objection and the Minister has 
not notified the taxpayer that he has vacated 
or confirmed the assessment or reassessed; 


but no appeal under this section may be 
instituted after the expiration of 90 days from 
the day notice has been mailed to the taxpayer 
under section 165 that the Minister has con- 
firmed the assessment or reassessed. 


170. (1) Where an appeal is made to the 
Board, the Board shall forthwith send a notice 
of the appeal to the office of the Deputy 
Minister of National Revenue for Taxation. 


(2) Forthwith after receiving notice under 
subsection (1) of an appeal,.the Deputy Minis- 
ter of National Revenue for Taxation shall 
forward to the Board copies of all returns, 
notices of assessment, notices of objection and 
notification, if any, that are relevant to the 
appeal. 


171. (1) The Board may dispose of an 
appeal by 

(a) dismissing it, or 

(b) allowing it and 
(i) vacating the assessment, 
(ii) varying the assessment, or 
(iii) referring the assessment back to the 
Minister for reconsideration and reassess- 
ment. 
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169. Subsection 59(1) 


170. (1). Subsection 89(3), modified 


(2). Subsection 89(4), modified 


171. (1). Subsection 92(1), modified 
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(2) Where an appeal relates to an assessment 
or reassessment made pursuant to a direction 
given under section 246, the Board has no 
jurisdiction to vacate or vary the assessment 
in so far as it is made in accordance with that 
direction; and, if it appears that the only matter 
at issue in the appeal is whether one of the 
purposes of the transaction or transactions was 
the avoidance or reduction of taxes, the Board 
shall forthwith dismiss the appeal. 


(3) No costs may be awarded by the Board 
on the disposition of an appeal. 

(4) Upon the disposition of an appeal, the 
Board shall forthwith forward, by registered 
mail, a copy of the decision and any written 
reasons given therefor to the Minister and the 
appellant. 


172. (1) The Minister or the taxpayer may, 
within 120 days from the day on which the 
Registrar of the Tax Review Board mails the 
decision on an appeal under section 169 to the 
Minister and the taxpayer, appeal to the Fede- 
ral Court of Canada. 


(2) Where a taxpayer has served a notice of 
objection to an assessment under section 165, 
he may, in place of appealing to the Tax 
Review Board under section 169, appeal to the 
Federal Court of Canada at a time when, under 
section 169, he could have appealed to the Tax 
Review Board. 


(3) Where the Minister 

(a) refuses to register an applicant for regis- 
tration as a registered Canadian charitable 
organization or registered Canadian amateur 
athletic association, or gives notice under 
subsection 168(1) to such an organization 
or association that he proposes to revoke its 
registration, 

(b) refuses to accept for registration for the 
purposes of this Act any retirement savings 
plan, 

(c) refuses to accept for registration for the 
purposes of this Act any profit sharing plan 
or revokes the registration of such a plan, or 


445 


Section 171 
(2). Subsection 92(2) 


(3). New 


(4). Subsection 92(3), modified 


172. (1). Subsection 60(1) 
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as the case may be, in a case described in 
paragraph (a), the applicant in a case described 
in paragraph (b) or (d@), or a trustee under the 
plan or an employer of employees who are 
beneficiaries under the plan, in a case described 
in paragraph (c), may, notwithstanding section 
24 of the Federal Court Act, appeal from such 
decision or from the giving of such notice to 
the Federal Court of Appeal. 


173. (1) Where the Minister and a tax- 
payer agree in writing that a question of law, 
fact, or mixed law and fact arising under this 
Act should be determined by the Federal 
Court, that question shall be determined by the 
Court pursuant to subsection 17(3) of the 


Federal Court Act. 


(2) The time between the day on which 
proceedings are instituted in the Federal Court 
to have a question determined pursuant to 
subsection (1) and the day on which the 
question is finally determined shall not be 
counted in the computation of 


(a) the 4-year period referred to in subsec- 
tion 152(4), 
(b) the time for service of a notice of 


objection to an assessment under section 
165, or 


(c) the time within which an appeal may be 

instituted under section 169 or subsection 

a Tek), 
for the purpose of making an assessment of the 
tax payable by the taxpayer who agreed in 
writing to the determination of the question, 
for the purpose of serving a notice of objection 
thereto or for the purpose of instituting an 
appeal therefrom, as the case may be. 


174. (1) Where the Minister is of the 
Opinion that a question of law, fact or mixed 
law and fact is common to assessments in 
respect of two or more taxpayers, he may apply 
to the Tax Review Board or the Federal Court 

Trial Division for a determination of the 
question. 


the applicant or the organization or association, ithe 
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Minister requests a determination, 


(b) the names of the taxpayers that the 
Minister seeks to have bound by the determi- 
nation of the question, and 


(c) the facts and reasons on which the 
Minister relies and on which he based or 
intends to base assessments of tax payable 
by each of the taxpayers named in the 
application, 
and a copy of the application shall be served by 
the Minister on each of the taxpayers named in 
the application and on any other persons who, 
in the opinion of the Tax Review Board or the 
Federal Court — Trial Division, as the case may 
be, are likely to be affected by the determina- 
tion of the question. 


here Board (3) Where the Tax Review Board or the 


Federal Court — Trial Division is satisfied that a 
determination of the question set forth in an 
application under this section will affect assess- 
ments in respect of two or more taxpayers who 
have been served with a copy of the application 
and who are named in an order of the Board or 
the Court, as the case may be, pursuant to this 
subsection, it may 


(z) if none of the taxpayers so named has 
appealed from such an assessment, proceed 
to determine the question in such manner as 
it considers appropriate, or 


(5) if one or more of the taxpayers so 
named has or have appealed, make such 
order joining a party or parties to that or 
those appeals as it considers appropriate. 


(4) Where a question set forth in an applica- 
tion under this section is determined by the 
Tax Review Board or the Federal Court — Trial 
Division, the determination thereof is, subject 
to any appeal therefrom in accordance with the 
Federal Court Act, final and conclusive for the 
purposes of any assessments of tax payable by 


(3). New 


(4). New 
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Subsection 174(4) 


the taxpayers named by it pursuant to subsec- 
tion (3). 


Time during (5) The time between the day on which an (5S). New 
heap application under this section is served on a 
question taxpayer pursuant to subsection (2), and 

not counted 


(a) in the case of a taxpayer named in an 
order of the Tax Review Board or the 
Federal Court — Trial Division, as the case 
may be, pursuant to subsection (3), the day 
on which the question is finally determined 
pursuant to paragraph (3)(a) or on which an 
order is made under paragraph (3)(b), or 

(b) in the case of any other taxpayer, the 
day on which he is served with notice that 
he has not been named in an order of the 
Board or the Court, as the case may be, 
pursuant to subsection (3), 


shall not be counted in the computation of 


(c) the 4-year period referred to in subsec- 
tion 152(4), 


(dq) the time for service of a notice of 
objection to an assessment under section 
165, or 


(e) the time within which an appeal may be 
instituted under section 169 or subsection 
LA2(2), 
for the purpose of making an assessment of the 
tax payable by the taxpayer, serving a notice of 
objection thereto or instituting an appeal there- 
from, as the case may be. 


Institution 175. (1) An appeal to the Federal Court 175. (1). New 
of appeals under this Act, other than an appeal to which 
section 180 applies, shall be instituted, 
(a) in the case of an appeal by a taxpayer, 

(i) in the manner set forth in section 48 

of the Federal Court Act, or 

(ii) by the filing by the Minister in the 

Registry of the Federal Court of a copy 

of a notice of objection pursuant to 

paragraph 165(3)(b); and 


Co unter- 
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’ 


Deemed 
action 


_ Service of 
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(b) in the case of an appeal by the Minister, 
in the manner provided by the Federal Court 
Rules for the commencement of an action. 


(2) If the respondent to an appeal from a 
decision of the Tax Review Board desires to 
appeal from that decision, he may do so, 
whether or not the time fixed by section 172 
has expired, by a counterclaim or cross-demand 
instituted in accordance with the Federal Court 
Rules, 


(3) An appeal instituted under this section 
shall be deemed to be an action in the Federal 
Court to which the Federal Court Act and the 
Federal Court Rules applicable to an ordinary 
action apply, except as varied by special rules 
made in respect of such appeals, and except 
that 


(a) the Rules concerning joinder of parties 
and causes of action do not apply except to 
permit the joinder of appeals instituted 
under this section; 


(b) a copy of a notice of objection filed in 
the Registry of the Federal Court by the 
Minister pursuant to paragraph 165(3)(d) 
shall be deemed to be a statement of claim 
or declaration that was filed in the Registry 
of the Federal Court by the taxpayer and 
served by him on the Minister on the day on 
which it was so filed by the Minister; and 


* (C) an originating document or copy of a 
notice of objection filed by the Minister in 
the Registry of the Federal Court shall be 
served in the manner provided in subsection 
(4). 

(4) Where an appeal is instituted by the 
Minister under this section or a copy of a notice 
of objection is filed in the Registry of the 
Federal Court by him pursuant to paragraph 
165(3)(b) and the Minister files the originating 
document or the copy of the notice of objec- 
tion, together with two copies or additional 
copies thereof and a certificate as to the latest 
known address of the taxpayer, an officer of 
the Registry of the Court shall, after verifying 
the accuracy of the copies, forthwith on behalf 
of the Minister serve the originating document 
or the copy of the notice of objection on the 
taxpayer by sending the copies or additional 
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Subsection 175(1) 


(2). New 


(3). New 


(4). New 
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copies thereof by registered mail addressed to 
him at the address set forth in the certificate. 


(5) Where copies have been served on a 
taxpayer under subsection (4), a certificate 
signed by an officer of the Registry of the 
Federal Court as to the date of filing and the 
date of mailing of the copies shall be trans- 
mitted to the office of the Deputy Attorney 
General of Canada and such certificate is 
evidence of the date. of filing and the date of 
service of the document referred to therein. 


176. (1) Where an appeal to the Federal 
Court is from a decision of the Tax Review 
Board, the Registrar thereof shall, upon being 
notified of the appeal, cause to be transmitted 
to the Registry of the Federal Court all papers 
filed with the Board on the appeal thereto 
together with a transcript of the record of the 
proceedings before the Board. 


(2) Where an appeal to the Federal Court is 
from a decision of the Minister, the Minister 
shall, upon the institution of the appeal, cause 
to be transmitted to the Registry of the Federal 
Court copies of all documents relevant to the 
assessment or, in the case of an appeal to which 
section 180 applies, to the decision of the 
Minister appealed from. 


177. The Federal Court may dispose of an 
appeal, other than an appeal to which section 
180 applies, by 

(a) dismissing it; or 

(b) allowing it and 

(i) vacating the assessment, 

(ii) varying the assessment, 

(iii) restoring the assessment, or 

(iv) referring the assessment back to the 
Minister for reconsideration and reassess- 
ment. 


178. (1) The Federal Court may, in deliver- 
ing judgment disposing of an appeal, order 
payment or repayment of tax, interest, penal- 
ties or, subject to subsection (2), costs by the 
taxpayer or the Minister. 


1% 


bsectio 


(5). New 


176. (1). Subsection 100(1), modified 


(2). Subsection 100(2), modified 


177. Subsection 100(5), modified 


178. (1). Section 101, modified 
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A Summary 
disposition 
of appeal 


cours fae bi way of sa aniert from a 
decision of the Tax Review Board, the amount 
of tax that is in controversy does not exceed 


_ $2,500, the Federal Court, in delivering judg- 


ment disposing of the appeal, shall order the 
Minister to pay all reasonable and proper costs 
of the taxpayer in connection therewith. 


179. Proceedings under this Division shall 
be held in camera upon request made to the 
Federal Court by the taxpayer. 


180. (1) An appeal to the Federal Court of 
Appeal pursuant to subsection 172(3) may be 
instituted by filing a notice of appeal in the 
Court within 10 days from 

(a) the time the decision of the Minister to 

refuse the application for registration or for 

a certificate of exemption or to revoke the 

registration of the profit sharing plan was 

served by the Minister by registered mail on 
the party instituting the appeal, or 

(b) from the mailing of notice to the regis- 

tered Canadian charitable organization or 

registered Canadian amateur athletic associa- 
tion under subsection 168(1 ), 


as the case may be, or within such further time 
as the Court of Appeal or a judge thereof may, 
either before or after the expiry of HS 10 
days, fix or allow. 

(2) Neither the Tax Review Board nor the 
Federal Court — Trial Division has jurisdiction 
to entertain any proceeding in respect of a 
decision of the Minister from which an appeal 
may be instituted under this section. 


(3) An appeal to the Federal Court of 
Appeal instituted under this section shall be 


heard and determined in a summary way. 


: Sean 178 


(2). New 


179. Section 102 


180. (1). New 


(2). New 


(3). New 
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PART II 


TAX ON REDEMPTION OR ACQUISITION 
BY CORPORATION OF 
CAPITAL STOCK THEREOF 


181. (1) Where a corporation has, at any 
time in a taxation year and after 1971, pur- 
chased any of its shares in the open market in 
the manner in which shares would normally be 
purchased by any member of the public in the 
open market and the purchase is not an 
acquisition to which section 182 applies, the 
corporation shall, on or before the day on or 
before which it is required to file its return of 
income under Part I for the year, pay a tax 
under this Part of 25% on the amount, if any, 
by which the purchase price paid by the 
corporation for the shares exceeds the lesser of 

(a) the paid-up capital in respect thereof 

immediately before the purchase, and 

(b) the paid-up capital limit of the corpora- 

tion immediately before the purchase. 

(2) In subsection (1) “paid-up capital limit” 
of a corporation and “paid-up capital’ in 
respect of any share have the meanings assigned 
by subsection 89(1). 


182. (1) Where a corporation, other than 
a non-resident-owned investment corporation, 
has in a taxation year redeemed or acquired any 
of its shares, other than a common share, at a 
premium, the corporation shall, on or before 
the day on or before which it is required to file 
its return of income under Part I for the 
taxation year in which the share was redeemed 
or acquired, 
(a) in the case of any such redemption or 
acquisition where 
(i) the share was issued on or before 
February 19, 1953, and 
(ii) the maximum amount payable by the 
corporation in respect of the redemption 
Or acquisition of the share was fixed, by 
Or in accordance with the law under 
which the corporation was incorporated, 
on or before February 19, 1953, and has 
not been increased since that date, 


pay a tax under this Part of 20% on the 
amount of the premium on the share; and 
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181. (1). New 


(2). New 


182. (1). Subsection 105A(1), modified 


(b) in the case of any such redemption or 
acquisition, other than a redemption or 
acquisition to which paragraph (a) applies, 
where 
(i) the share was issued on or before 
June 18, 1971, and 
(ii) the maximum amount payable by the 
corporation in respect of the redemption 
Or acquisition of the share was fixed, by 
Or in accordance with the law under 
which the corporation was incorporated, 
on or before June 18, 1971 and has 
not been increased since that date, 
pay a tax under this Part on the amount of 
the premium on the share equal to 
(iii) 20% thereof, if the amount of the 
premium on the share was not more than 
10% of the amount referred to in para- 
graph (2)(a) or (b), as the case may be, 
and 
(iv) 30% thereof, if the amount of the 
premium on the share was more than 10% 
of the amount referred to in paragraph 
(2)(a) or (b), as the case may be. 


When share (2) For the purpose of this section, a share 
saat has been redeemed or acquired at a premium if 
at premium the amount payable by the corporation in 
| respect of the redemption or acquisition ex- 
ceeds 
(a) the par value of the share, if it had a par 
value, or 
(b) if the share had no par value, that 
proportion of the paid-up capital of the 
corporation, immediately prior to the 
redemption or acquisition of the share, with 
respect to the class of shares to which the 
share belongs that one is of the number of 
issued shares of the class immediately prior 
to the redemption or acquisition of the 
share, 


and the premium is the amount of the excess. 


Information 183. (1) Every corporation that has in a 
ore taxation year 
(2) purchased any of its shares in the open 
market in the manner described in subsec- 
tion 181(1), or 
(b) redeemed or acquired any of its shares, 
other than a common share, 
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Subsection 182(1) 


(2). Subsection 105A(2) 


183. (1). Subsection 105A(4), modified 


Provisions 
‘ applicable 
to this Part 


Tax on 
excess of 
dividend 
paid over 
portion 
_ payable out 
of tax-paid 
4 undistrib- 
uted surplus 
or 1971 
_ capital 
surplus 


Taxon 
excess of 
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it is required to file its return of income under 
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transaction in prescribed form. | Re ay A pia reer va 
(2) Where a corporation is liable to pay tax (2). Subsection 105A(5), modified : = 

under this Part and has failed to pay all or any : . 

part thereof on the day on or before which it~ 

was required to pay the tax, it shall, on 

payment of the amount in default, pay interest 

at a prescribed rate per annum from the day on 

or before which it was required to make the 

payment to the day of payment. 


(3) Section 152, sections 162 to 175 and 
Division J of Part I are applicable mutatis 
mutandis to this Part. 


(3). Subsection 105A(6), modified 


PART Iil 


ADDITIONAL TAX ON EXCESSIVE 
ELECTION 


184. (1) Where a corporation has elected 
in accordance with subsection 83(1) in respect 
of the full amount of any dividend payable by 
it on shares of any class of its capital stock and 
the full amount of the dividend exceeds the 
aggregate of the portion thereof deemed by 
that subsection to be payable out of its tax-paid 
undistributed surplus on hand and the portion 
thereof so deemed to be payable out of its 1971 
capital surplus on hand, the corporation shall, 
at the time of the election, pay a tax under this 
Part equal to the amount of the excess. 


184, (1). New 


(2) Where a corporation has elected in (2). New 
accordance with subsection 83(2) or 131(1) in 
respect of the full amount of any dividend 
payable by it on shares of any class of its 
capital stock and the full amount of the 
dividend exceeds the portion thereof deemed 
by that subsection to be a capital dividend ora 
capital gains dividend, as the case may be, the 
corporation shall, at the time of the election, 
pay a tax under this Part equal to the amount 
of the excess. 


© Asséss- 0 
ment of 
tax 


Payment 
of tax 
and 
interest 


Provisions 
applicable 
to this 
Part 


Tax payable 
by private 
corporation 
on certain 
taxable 
dividends 
received 

by it 


185. (1) The Minister. shall, with all due 
dispatch, examine each election made by a 
corporation in accordance with subsection 


83(1) or (2) or subsection 131(1), as the case 


may be, assess the tax payable under this Part, 
if any, in respect of the election, and send a 
notice of assessment to the corporation. 


(2) Where an election has been made by a 
corporation in accordance with subsection 
83(1) or (2) or subsection 131(1), as the case 
may be, the corporation shall, within 30 days 
from the day of the mailing of the notice of 
assessment under this Part in respect of the 
election, pay to the Receiver General of Canada 
the portion of the assessed tax and penalties 
then remaining unpaid whether or not an 
objection to or appeal from the assessment is 
outstanding and shall, in addition, pay interest 
on that portion at a prescribed rate per annum 
from the day of the election until the day of 
payment whether or not it was paid within the 
period of 30 days. 

(3) Subsections 152(3), (4), (5) and (8), 
sections 163 to 167, and Division J of Part I are 
applicable mutatis mutandis to this Part. 


PART IV 


TAX ON TAXABLE DIVIDEND RECEIVED 
BY PRIVATE CORPORATION 


186. (1) Every corporation that was, at 
any time in a taxation year, a private corpora- 
tion shall, on or before the last day of the 3rd 
month after the end of the year, pay a tax 
under this Part for the year equal to 1/3 of the 
amount, if any, by which the aggregate of 


(a) all amounts received by it in the year 
and after 1971 as, on account or in lieu of 
payment of, or in satisfaction of, taxable 
dividends from corporations other than 
corporations controlled by it, 
(i) that are deductible under subsection 
112(1) from its income for the year, or 


185. (1). New 


(2). New 


(3). New 


186. (1). New 
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(ii)to the extent of the amounts in 
respect of those dividends that 
(A) are deductible under subsection 
90(2) in computing its income for the 
year, or 
(B) are deductible under subsection 
113(1) from its income for the year, 
and 


(b) all amounts each of which is an amount 
in respect of a taxable dividend received by 
it in the year and after 1971 from a private 
corporation (in this paragraph referred to as 
the “payer corporation”) controlled by it, 
equal to that proportion of 
(i)3 times the dividend refund of the 
payer corporation for its taxation year in 
which it paid the dividend, 
that 


(ii) the amount in respect of the dividend 
so received by the corporation 
is of 
(iii) the aggregate of all taxable dividends 
paid by the payer corporation in its 
taxation year in which it paid the divi- 
dend, 
exceeds the aggregate of 


(c) such part of the corporation’s non- 
capital loss for the year as it may claim, and 
(d) such part of the corporation’s non- 
capital loss for a taxation year during which 
it was a private corporation that is any of 
the 5 taxation years immediately preceding 
and the taxation year immediately following 
the taxation year as the corporation may 
claim, not exceeding, however, the portion 
of that loss that 
(i)is not deductible under section 111 
from the corporation’s income for the 
taxation year, and 
(ii) would be so deductible if the refer- 
ence in paragraph 111(1) (a) to “income 
for the year’ were read as a reference to 
“income for the year plus the amount on 
which the taxpayer would be required to 
pay tax for the year under Part IV if 
subsection 186(1) were read without 
reference to paragraph (d) thereof”. 
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When (2) For the purpose of this Part, one corpo- (2). New 
| ream ration is controlled by another corporation if 
‘ more than 50% of its issued share capital 

(having full voting rights under all circums- 

tances) belongs to the other corporation, to 

persons with whom the other corporation does 

not deal at arm’s length, or to the other 

corporation and persons with whom the other 

corporation does not deal at arm’s length. 


Meaning of (3) In this Part, “dividend refund” of a (3). New 
Sails corporation for a taxation year has the meaning 
assigned by subsection 129(1). 


Information 187. (1) Every corporation that is liable 187, (1). New 
ae to pay tax under this Part for a taxation year in 

respect of a dividend received by it in the year 

Shall, on or before the day on or before which 

it is required to file its return of income under 

Part I for the year, file a return for the year 

under this Part in prescribed form. 


Interest (2) Where a corporation is liable to pay tax (2). New 

under this Part and has failed to pay all or any 
part thereof on the day on or before which it 
was required to pay the tax, it shall, on 
payment of the amount in default, pay interest 
at a prescribed rate per annum from the day on 
or before which it was required to make the 
payment to the day of payment. 


Provisions (3) Sections 151, 152, 158, 159 and 162to (3). New 


Bec 167, and Division J of Part I are applicable 

mutatis mutandis to this Part. 

PART V 
REFUNDABLE TAX IN RESPECT OF 
INELIGIBLE INVESTMENTS 

ean 188. (1) Every corporation that was, at 188. (1). New 
respect of any time in a taxation year, a Canadian- 
ineligible : ; 
invest- controlled private corporation shall, on or 
Rents before the last day of the 3rd month after 


the end. of the year, pay a tax under this 
Part for the year equal to 25% of the lesser of 


. @ the bat 


(i) 2 times the bl of amot 


of which is the cost to the corporation of % f 


an ineligible investment acquired by it 

after 1971 and owned by it at the end of 

the year, 

exceeds 
(ii) 4 times the amount, if any, by which 
the aggregate of amounts of tax under 
this Part payable by the corporation for 
previous taxation years exceeds the 
aggregate of amounts of tax under this 
Part refundable to the corporation for 
previous taxation years, and 

(b) the amount, if any, by which 

(i) the corporation’s preferred-rate amount 

at the end of the year, 


exceeds | 
(ii) the amount determined under sub- 
paragraph (a)(ii). 


(2) If a corporation’s return under this Part 
for a taxation year has been made within four 
years from the end of the year, and the 
corporation was, throughout the year, a Cana- 
dian-controlled private corporation, the Minis- 
ter 
- @) may, upon mailing the notice of assess- 

ment for the year, refund, without applica- 

tion therefor, the amount of tax under this 
section refundable to the corporation for the 
year, and 

(b) shall make such a refund after mailing 

the notice of assessment, if application 

therefor has been made in writing by the 
taxpayer within four years from the end of 
the year. | 

189. (1) Every corporation that is liable 
to pay tax under this Part for a taxation year 
shall, on or before the day on or before which 
it is required to file a return of its income under 
Part I for the year, file a return for the year 
under this Part in prescribed form. 


(2) Where a corporation is liable to pay tax 
under this Part and has failed to pay all or any 
part thereof on or before the day on or before 
which it was required to pay the tax, it shall, on 


(2). New 


189. (1). New 


(2). New 
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on or before which it was required to make 
the payment to the day of payment. 


(3) Section: 130152;158'159 and 162 
to 167, and Division J of Part I are applicable 
mutatis mutandis to this Part. 


(4) In this Part, 
(a) “dividend refund” of a corporation for a 


taxation year has the meaning assigned by 
subsection 129(1); 


(5) “ineligible investment” of any particular 
corporation means a property that was not 
acquired for the purpose of gaining or 
producing income from an active business of 
the particular corporation, except 
(i) money, including balances standing to 
the particular corporation’s credit in the 
records of 
(A) a bank to which the Bank Act or 
the Quebec Savings Banks Act applies, 
or 
(B)a corporation licensed or other- 
wise authorized under the laws of 
Canada or a province to carry on in 
Canada the business of offering to the 
public its services as trustee, 
(ii)any bond, debenture, mortgage, 
hypothec, note or other similar obligation 
(A) of or guaranteed by the Govern- 
ment of Canada, 
(B) of the government of a province or 
an agent thereof, 
(C) of a municipality in Canada or a 
municipal or public body performing a 
function of government in Canada, 
(D) of a corporation, commission or 
association not less than 90% of the 
shares or capital of which is owned by 
Her Majesty in right of a province or 
by a Canadian municipality, or of 
a subsidiary wholly-owned corporation 
that is subsidiary to such a corpora- 
tion, commission or association, or 
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(E) of an educational institution or a 
hospital if repayment of the principal 
amount thereof and payment of the 
interest thereon is to be made, or is 
guaranteed, assured or otherwise 
specifically provided for or secured by 
the government of a province, 

that matures within one year after the 

date of its issue, 


(iii) any share of the capital stock of 
another Canadian-controlled private cor- 
poration if, immediately after the acquisi- 
tion of the share, that other Canadian- 
controlled private corporation was con- 
trolled directly or indirectly in any man- 
ner whatever by the particular corpora- 
tion, 
(iv) any bond, debenture, mortgage, 
hypothec, note, certificate or other 
similar obligation that matures within 
one year after the date of its issue, if the 
issuer thereof 
(A) was dealing with the particular 
corporation at arm’s length, and 
(B) was a corporation not more than 
25% of whose issued share capital 
(having full voting rights in all circum- 
stances) belonged, at the time the 
particular corporation acquired the 
obligation, to the particular corpora- 
tion, to persons with whom the part- 
icular corporation was not dealing at 
arm’s length, or to the particular 
corporation and persons with whom it 
was not dealing at arm’s length, or 


(v) any bond, debenture, mortgage, 
hypothec, note, certificate, debt or other 
similar obligation, issued, given or owing 
by another Canadian-controlled private 
corporation that, at the time the partic- 
ular corporation acquired the obligation, 
was controlled directly or indirectly in 
any manner whatever by the particular 
corporation; 
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except that for the purposes of this Part 
an amount equal to the lesser of 


(vi) the aggregate of 
(A) the cost to the particular corpora- 
tion of such of 
1. any shares of the capital stock of 
any other Canadian-controlled 
private corporation that at the end 
of any taxation year of the particu- 
lar corporation was controlled 
directly or indirectly in any manner 
whatever by the particular corpora- 
tion, and 
2.any obligations described in 
subparagraph (v) issued, given or 
Owing by that other Canadian- 
controlled private corporation, 
as were acquired by the particular 
corporation after 1971 and owned by 
it at the end of that taxation year, and 
(B) any contributions of capital by the 
particular corporation to that other 
Canadian-controlled private corpora- 
tion, made directly or indirectly in any 
manner whatever (otherwise than by 
the acquisition of any share or obliga- 
tion described in clause (A) after 1971 
and before the end of that taxation 
year, and 


(vii) the amount, if any, by which 
(A) the aggregate of amounts each of 
which is the cost to that other 
Canadian-controlled private corpora- 
tion of an ineligible investment ac- 
quired by it after 1971 and owned by 
it at the end of the taxation year 
referred to in subparagraph (vi), 


exceeds 


(B) 2 times the amount, if any, by 
which the aggregate of amounts of tax 
under this Part payable by that other 
Canadian-controlled private corpora- 
tion for taxation years ending before 
or coincidentally with the end of the 
taxation year referred to in subpara- 
graph (vi) exceeds the aggregate of 
amounts of tax under this Part refun- 
dable to that other Canadian-control- 
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rate amount” tion at any particular time in a taxation year 
Bos: means the aggregate of 
(i) its preferred-rate amount, if any, at ; 
the end of the imume diately preceding cD pee 
| taxation year, Hie 
Jonah (ii) 4 times the amount deductible under 
section 125 from the tax otherwise pay- 
able by the corporation under Part I for 
the year, and 
(iii) 4/3 of the aggregate of amounts each | 
of which is.an amount in respect of a 7 | ea 
taxable dividend received by it in the — | | : ee Re UG 
year, after 1971 and before the particular 7 
time from another corporation controlled 
directly or indirectly in any manner 
whatever by it, equal to the amount so 
received to the extent that 
(A) payment thereof by the other cor- 
poration operated to reduce the other 
corporation’s preferred-rate amount, 
and 
(B) the amount so received was not an 
amount in respect of which tax under 
Part VII was payable by the corpora- 
tion, 
less the aggregate of 
(iv) 4/3 of the amount, if any, by which 
the aggregate of taxable dividends paid by 
the corporation in the year, after 1971 
and before the particular time exceeds 3 . 
times its dividend refund for the year, | | & 
and 
(v) all amounts on which tax under Part 
VI has become payable by the corpora- aay 
tion as a result of any transaction occur- re ea . 
ring in the year and before the particular ) ee ms 
time; and Sit thd 


when cor- 
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(A) 4 times the amount, if any, by 

which the aggregate of amounts of tax 

under this Part payable by the corpo- 

ration for previous taxation years 
exceeds the aggregate of amounts of 
tax under this Part refundable to the 
corporation for previous taxation 
years, 

exceeds | | 
(B) 2 times the aggregate of amounts 
each of which is the cost to the 
corporation of an ineligible investment 
acquired by it after 1971 and owned 
by it at the end of the year, and 

(ii) the amount, if any, by which 


(A) the amount determined under 


clause (i)(A) 
exceeds 


3 (B) the corporation’s preferred-rate 
ps amount at the end of the year. 


PART VI 


TAX WHEN CORPORATION BECOMES A 
NON-CANADIAN-CONTROLLED PRIVATE 


CORPORATION 
Tax on 190. Where at any time in a taxation year 
Fes. and after 1971 a corporation that was, at a 


rate amount previous time, a Canadian-controlled private 


pouiion corporation becomes a private corporation 


_has become Other than a Canadian-controlled private cor- 


ineligible 
for small 


poration, a tax of 25% is payable by the 


business corporation under this Part for the year on the 
_ deduction 


amount, if any, by which 
(a) its preferred-rate amount (within the 
meaning assigned by subsection 189(4)) at 
that time, 


190. New 
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Payment of 
tax by 
instalments 


Interest 


Provisions 
applicable 
to Part 


exceeds 
(b) 4 times the amount, if any, by which 
the aggregate of amounts of tax under Part 
V payable by the corporation for previous 
taxation years exceeds the aggregate of 
amounts of tax under that Part refundable 
to the corporation for previous taxation 
years. 


191. (1) Every corporation by which any 
tax under this Part is payable for a taxation 
year shall, 

(a) on or before the day on or before which 

it is required to file its return of income 

under Part I for the year, 
(i) file a return for the year under this 
Part in prescribed form, and 
(ii) pay to the Receiver General of Cana- 
da 1/5 of the tax under this Part payable 
by it for the year; and 


(b) on or before the day on or before which 
it is required to file its return of income 
under Part I for each of the 4 immediately 
following taxation years, pay to the Receiver 


General of Canada 1/5 of the tax under this 


Part payable by it for the year. 


(2) Where a corporation by which any tax 
under this Part is payable for a taxation year 
has failed to pay all or any part of any 
instalment thereof on the day on or before 
which it was required to pay that instalment, it 
shall, on payment of the amount in default, pay 
interest at a prescribed rate per annum from the 
day on or before which it was required to make 
the payment to the day of payment. 


(3) Sections 151, 152 and 162 to 167, and 
Division J of Part I are applicable mutatis 
mutandis to this Part. 
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PART VII 


TAX ON RECIPIENT OF DIVIDEND PAID 
OUT OF DESIGNATED SURPLUS 


192. (1) Where a corporation has at any 
time in a taxation year and after 1971 received 
from a corporation resident in Canada and 
controlled by it a taxable dividend the amount 
of which was or would have been, but for 
subsection 112(5), deductible under subsec- 
tion 112(1) for the purpose of computing its 
taxable income for the year, the corporation by 
which the dividend was received shall, on or 
before the day on or before which it is required 
to file its return of income under Part I for the 
year, pay a tax under this Part of 25% on the 
portion of the dividend that was paid out of the 
designated surplus of the payer corporation. 

(2) Where a trader or dealer in securities 
(other than a corporation) has at any time ina 
taxation year and after 1971 received a taxable 
dividend from a corporation resident in Canada 
that would, if the trader or dealer had been a 
corporation, have been controlled by the trader 
or dealer, the trader or dealer shall; on or 
before the day on or before which he is 
required to file his return of income under Part 
I for the year, pay a tax under this Part of 25% 
on the portion of the dividend that was paid 
out of the designated surplus of the corpora- 
tion. 

(3) For the purposes of this Part, where at 
any time in a taxation year and after 1971 
there has been an amalgamation of 2 or more 
corporations at a time when one or more of the 
corporations (in this subsection referred to as a 
“controlled corporation”) were controlled by 
another or others of those corporations (in this 
subsection referred to as a ‘“‘controlling corpora- 
tion’), 

(a) each controlling corporation shall be 

deemed to have received a taxable dividend 

immediately before the amalgamation from 
each corporation controlled by it at that 
time, 

(b) each such taxable dividend so received 

from a controlled corporation shall be 

deemed to have been paid out of the 
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received by a controlling corporation from a 

corporation controlled by it shall be deemed 

to be the greater of 
(i) the amount that would have been 
payable to it on the winding-up of the 
controlled corporation immediately be- 
fore the amalgamation if the subscribed 
capital had been repaid and what re- 
mained to be distributed on the winding- 
up were an amount equal to the desig- 
nated surplus of the controlled corpora- 
tion immediately before the amalgama- 
tion, and 


(ii) the amount that would have been 
received by it as dividends on its shares of 
the capital stock of the controlled corpo- 
ration immediately before the amalgama- 
tion, if at that time 
(A) the maximum amount available 
for dividends were an amount equal to 
the designated surplus of the con- 
trolled corporation immediately be- 
fore the amalgamation, and 
(B) the controlled corporation had 
distributed that amount by way of 
dividends to its shareholders, in ac- 
cordance with their respective rights to 
receive dividends. 


(4) For the purpose of this section, one 
corporation is controlled by another corpora- 
tion if more than 50% of its issued share capital 
(having full voting rights under all circums- 
tances) belongs to the other corporation, to 
persons with whom the other corporation does 
not deal at arm’s length, or to the other 
corporation and persons with whom the other 
corporation does not deal at arm’s length. 


(5) For the purposes of this section, 


(a) where the amount of a corporation’s 
earnings for a control period that was 
available for payment of dividends was, at 
the time a particular taxable dividend was 


igen. before the iia tat and ty 
(c) the amount of any such dividend so_ 


(4). Subsection 28(3), modified 


(5). Subsection 28(6), modified 


» Where 
dividends 
paid at 
same time 

- on more 
— than one 
class of 

_ shares 


Idem 


Meaning of 
‘control 
period”’ 


Aig paid, equal to or greater than the particular — 


dividend plus all other taxable dividends 
paid by the payer corporation at the same 
time as the particular dividend, no part of 
the particular dividend shall be regarded as 
having been paid out of designated surplus; 
and 


(b) in any other case, the portion of the 
particular dividend that shall be deemed to 
have been paid out of designated surplus is 
that proportion of the lesser of 
(i) the aggregate of the particular divi- 
dend and all other taxable dividends paid 
by the payer corporation at the same 
time as the particular dividend, minus the 
amount, if any, of the payer corpora- 
tion’s earnings for the control period that 
was available for payment of dividends at 
that time, and 
(ii) the designated surplus of the payer 


corporation immediately before that 


time, 
that the particular dividend is of the aggre- 
gate of the particular dividend and all other 
dividends paid by the payer corporation at 
the same time as the particular dividend. 


(6) For the purpose of subsection (5), 
where a corporation has, at the same time, paid 
dividends on its issued shares of different 
classes and one of the classes of shares had full 
voting rights under all circumstances and ano- 
ther had not, the dividends on the shares of the 
class that had full voting rights under all 
circumstances shall be deemed to have been 
paid immediately after the dividends on the 
other shares. 


(7) For the purpose of subsection (5), divi- 
dends paid on the same day shall, subject to 
subsection (6), be deemed to have been paid at 
the same time. 

(8) In this section “‘control period”? means 
the period from the commencement of the 
payer corporation’s taxation year in which the 
control was acquired to the end of the taxation 
year in which the dividend was paid. 
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- Subsection 192(5) 


(6). Subsection 28(7), modified 


(7). Subsection 28(8) 


(8). Subsection 28(4) 


aha fl a 
Determina- (9) For the purposes of this section, the 
2 gdlied amount of a corporation’s earnings for a con- 


amount of 
earnings trol period that was available for payment of 


oe dividends at a particular time is the amount by 

or payment 

of dividend which the aggregate of 
(a) the amount of its earnings for the 
control period that was available for pay- 
ment of dividends at the end of its 1971 
taxation year (within the meaning assigned 
by subsection 28(5) of this Act as it read in 
its application to the 1971 taxation year), 
(b) its incomes for taxation years ending 
after 1971 that are in the control period, 


(c) 2 times the amount, if any, of the 
corporation’s refundable tax on hand (with- 
in the meaning assigned by subsection 
129(3)) at the commencement of the con- 
trol period, and 

(d) the aggregate of its dividend refunds 
(within the meaning assigned by subsection 
129(1)), if any, for taxation years ending 
after 1971 that are in the control period, 


exceeds the aggregate of 


(e) its income or profits taxes paid or 
payable, for taxation years ending after 
1971 that are in the control period, 
(i) under this Act, or 
(ii) to a government of 
(A) a province, 
(B) a country other than Canada, or 
(C) a state, province or other political 
subdivision of a country other than 
Canada, 


except to the extent that those taxes were 
deductible in computing the income of the 
corporation under Part I for any of those 
years, 


(f) the corporation’s net capital losses, non- 
capital losses and restricted farm losses for 
taxation years ending after 1971 that are in 
the control period, other than the first 
taxation year in the control period, 


ie 4681; 
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(g) all taxable dividends paid by the corpo- 
ration in the control period after 1971 and 
before the particular time, to the extent that 
they were not paid out of designated sur- 
plus, 


(h) the amount that would, if this Act as it 
read in its application to the 1971 taxation 
year were applicable to the period consisting 
of that part of the corporation’s 1972 
taxation year that is before 1972, be the 
ageregate of 

(i) dividends paid by the corporation, and 

(ii) dividends deemed to have been re- 

ceived by its shareholders 


in the control period after its 1971 taxation 
year and before 1972, to the extent that 
they were not paid out of designated sur- 
plus, and 


(i) where the control period commenced 
after 1971, all taxable dividends received by 
the corporation in the control period and 
before the particular time from corporations 
resident in Canada and controlled by it to 
the extent that those dividends 

(i) were not paid out of designated sur- 

plus, and 

(ii) would have been paid out of desig- 

nated surplus on the assumption made by 

subsection (10) with respect to the corpo- 

ration. 


Assumption (10) The assumption made by this sub- (10). New 

respecting ~~ section with respect to a corporation resident 

payments ; : : ; 

out of in Canada (in this subsection referred to as the 

eae “controlled corporation’’) that was controlled 
by another corporation (in this subsection 
referred to as the “controlling corporation’’) in 


a control period is that 
(a) the designated surplus, and 
(6) the amount of the earnings for the 
control period that was available for pay- 
ment of dividends 


; defeted to as a “chain compotion: a control te 
of _~which was acquired by the controlling bee Meas ON aia ts 
er. Me corporation by virtue of its acquisition of ARE SS pees CEM al vat eras G ehh, GF 
as ae control of the controlled corporation, were : isu NAG, epg ree ett 
computed as if Laie SiS au a eae 


eget (c) each corporation that controlled the 
Bes : chain corporation, at the time the control- By ¥ 


a } ling corporation acquired control of the con- 

Bie trolled corporation, had acquired control of 

ee " the chain corporation at that time, and ii 
Bhs tt (d) taxable dividends received by the chain if eta | 
mas es) corporation after that time from another | nt Ce 


corporation that it controlled were 
(i) included in computing the chain cor- 
poration’s designated surplus, and 
(ii) not included in computing the 
amount of the chain corporation’s earn- 
ings for a control period that was avail- 
able for payment of dividends 

to the extent that such dividends 
(iii) were not paid out of designated 
surplus, and 
(iv) would, on the assumption made by 
this subsection, have been paid out of 
designated surplus. 


ae 


Ap plication (11) Where 2 corporations have, from May _— (11). Subsection 28(9a), modified | “it 
: 10, 1950, or earlier, to the time of the | | phi See 

acquisition hereinafter referred to of control of | 

one of the corporations (hereinafter in this 

subsection referred to as the “payer corpora- 

tion”) by the other corporation (hereinafter in 

this subsection referred to as the “receiving , 

corporation”), been subsidiary controlled cor- eS 

porations and 


(a) been subsidiary to the same corporation, 
Or 
(6) been subsidiary to separate non-resident 
corporations and become subsidiary to the Bae 
same non-resident corporation as a result of eine 
one of the non-resident corporations acquir- we ier ie ca 
ing control of the payer corporation or the 
receiving corporation from the other non- 
resident corporation, 


} 
Idem 
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cand the receiving corporation has acquired 
control of the payer corporation by the pur- 


chase from the corporation to which they were 
or have become subsidiary of shares of the 
capital stock of the payer corporation for a 


consideration not exceeding 


(c) in the case of shares that had a par value, 
the par value thereof, and 


(d) in the case of shares that had no par 
value, the proportion of the paid-up capital 
of the payer corporation with respect to the 
class of shares to which the shares so 
acquired belong that the number of shares so 
acquired is of the number of issued shares of 
the class, 


subsection (1) is not applicable to a dividend 
paid by the payer corporation to the receiving 
corporation. 


(12) For the purpose of this section, divi- 
dends paid by a payer corporation in the 
control period before the control was acquired 
shall be deemed to have been paid out of 
designated surplus. 


(13) In this section, “designated surplus” at 
any particular time after 1971 of a corporation 
resident in Canada means, 


(a) where control of the corporation was 
acquired before the end of the corporation’s 
1972 taxation year, the amount, if any, by 
which the aggregate of 
(i) the amount in respect of the corpora- 
tion that would be determined at the end 
of 1971 under subparagraph 28(6)(b)(ii) 
of this Act as it read in its application to 
the 1971 taxation year if the provisions 
of this Act as it so read were applicable to 
the corporation’s 1972 taxation year, and 
(ii) where control of the corporation was 
acquired after 1971, all taxable dividends 
received by the corporation in the control 
period after 1971 and before the parti- 
cular time from corporations resident in 
Canada and controlled by it, to the extent 
that the dividends 
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(A) were not paid out of designated 
surplus, and 
(B) would have been paid out of desig- 
nated surplus on the assumption made 
by subsection (10) with respect to the 
corporation, 
exceeds the aggregate of 

(iii) the amount, if any, by which 
(A) the aggregate of all amounts each 
of which is an amount on which the 
corporation has, before the particular 
time, elected to pay tax under Part 
IX, 

exceeds 
(B) the amount of the corporation’s 
earnings for the control period that 
was available for the payment of divi- 
dends (within the meaning assigned by 
subsection 28(5) of this Act as it read 
in its application to the 1971 taxation 
year) at the end of 1971;and 


(iv) all taxable dividends paid by the 
corporation after 1971 to the extent that 
they were paid out of designated surplus; 
and 


(b) in any other case, the amount, if any, by 
which the aggregate of 
(i) the corporation’s 1971 undistributed 
income on hand at the particular time, 
(ii) the corporation’s post-1971 undis- 
tributed surplus at the end of its last 
taxation year before the control was 
acquired, and 
(iii) all taxable dividends received by the 
corporation in the control period and 
before the particular time from corpora- 
tions resident in Canada and controlled 
by it, to the extent that the dividends 
(A) were not paid out of designated 
surplus, and 
(B) would have been paid out of desig- 
nated surplus on the assumption made 
by subsection (10) with respect to the 
corporation, 
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exceeds the aggregate of 


(iv) the amount, if any, by which © 
(A) the aggregate of amounts that 
would be determined at the end of the 
corporation’s 1971 taxation year 
under subparagraphs 82(1)@\i) to 
(vii) of this Act as it read in its 
application to the 1971 taxation year 
if 
1. paragraph 82(1)(@) thereof were 
read without reference to subpara- 
graph (iii) thereof, and 
2. references in paragraph 82(1)(@) 
(except clause (vii)(A)) thereof to 
“1917” were read as references 
tos 19507; 
exceeds 
(B) the aggregate of the incomes (with- 
in the meaning of this Act as it read in 
its application to the 1971 taxation 
year) of the corporation for taxation 
years beginning with the 1950 taxa- 
tion year and ending with the 1971 
taxation year, 
(v) all amounts received by the corpora- 
tion after its 1971 taxation year and 
before 1972 that would, within the mean- 
ing of this Act as it read in its application 
to the 1971 taxation year, be dividends 
received or deemed to have been received 
by it, 
(vi) 2 times the amount, if any, of the 
corporation’s refundable tax on hand 
(within the meaning assigned by subsec- 
tion 129(3)) at the end of its last tax- 
ation year before the control was ac- 
quired, and 
(vii) all taxable dividends paid by the 
corporation after 1971 to the extent 
that they were paid out of designated 
surplus. 


Life (14) Notwithstanding anything contained in (14). New 


insurance — subsection (13), the designated surplus of a life 
corporation — ; : 
insurance corporation at any time means the 
amount that is at the credit of its shareholders’ 
account at that time. 


 “Post-1971 (15) For the purposes of this section, a (15). New 


\aedathas corporation’s “‘post-1971 undistributed sur- 
surplus” plus” at the end of any particular taxation year 


defined 
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and ending with the poeta year, minus the 

aggregate of the following amounts: 
(a) each net capital loss, non-capital loss and 
restricted farm loss of the corporation for 
any such year; 

(6) each expense incurred or disbursement 
made by the corporation during any such 
year that was not allowed as a deduction in 
computing income for any of those years 
under Part I, except an expense or disbur- 
sement 


(i)incurred or made in respect of the 


acquisition of property including eligible 
capital property, . 

(ii) that has been added in computing the 
adjusted cost base to the corporation of 
any property, or 

(iii) in respect of the repayment of loans 
or capital; 


(c) each taxable dividend paid by the corpo- 
ration in any such year after 1971; and - 

(7) each amount on which tax under Part 
It was payable in respect of the redemption 
Or acquisition by the corporation in any 
such year of any shares of its capital stock. 


(16) Where, in the case of a corporation 
referred to in subsection 66(6) as a “predeces- 
sor corporation”, subsection (15) is being 
applied to determine the post-1971 undistrib- 


uted surplus of the corporation at any parti-— 


cular time after such time after 1971 as all or 
substantially ail of the property of the corpora- 
tion described in subsection 66(6) has been 
acquired as described in that subsection, there 
Shall not be included in the amount or amounts 
deductible under any paragraph of subsection 
(15) any amount in respect of expenses in- 
curred by the corporation included in the 
aggregate determined under paragraph 66(6)(a). 


(16). New 


Acquisition 
of assets, 
etc., of 
insurance 
corporation 


: (17) For the purpose of computing a COrpo- 


ration’s post-1971 undistributed surplus under 


— subsection ( 15), the income of the corporation 


for a year shall be deemed to be the amount 
that it would have been if subsection 65(1) 
had not been applicable. 


(18) For the purpose of computing a corpo- 
ration’s post-1971 undistributed surplus under 
subsection (15) at the end of a particular 
taxation year, there shall be added the amount 
of any loss of the corporation, for a 
taxation year ending before or in that year, 
from a farming business to the extent that the 
amount of such loss was added by virtue of 
paragraph 53(1)@) in computing the adjusted 
cost base to the corporation, immediately 
before the disposition by it of land used in the 
farming business, of the land so disposed of by 
it. 

(19) Where all of the assets and liabilities of 
an insurance corporation incorporated under or 
pursuant to the laws of a province (in this 
subsection referred to as the “old corporation”’) 
have, at a time when the corporation had 
post-1971 undistributed surplus or 1971 undis- 
tributed income on hand, been acquired by an 
insurance corporation incorporated under or 
pursuant to an Act of the Parliament of Canada 
(in this subsection referred to as the “new 
corporation”) under an arrangement whereby it 
is contemplated that the new corporation will 
carry on the business formerly carried on by 
the old corporation, and the paid-up capital of 
the new corporation was not, at the time of the 
acquisition of such assets and liabilities, less 
than the paid-up capital of the old corporation 
at that time, the post-1971 undistributed 
surplus or 1971 undistributed income on hand, 
as the case may be, of the new corporation 
immediately after that time as determined 
under this Act shall be deemed to be the 
amount otherwise determined thereunder plus 
the amount of the post-1971 undistributed 
surplus or 1971 undistributed income on hand, 
as the case may be, of the old corporation 
immediately prior to that time. 
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(20) No tax is payable under this Part by a 
corporation in respect of a dividend received by 
it at a time when it was a person exempt from 
tax under section 149. 


193. (1) Every person liable to pay tax 
under this Part on any dividend received by him 
in a taxation year shall, on or before the day on 
or before which he is required to file his return 
of income under Part I for the year, file a 
return for the year under this Part in prescribed 
form. 


(2) Where a person is liable to pay tax under 
this Part and has failed to pay all or any part 
thereof on the day on or before which he was 
required to pay the tax, he shall, on payment of 
the amount in default, pay interest at a pres- 
cribed rate per annum from the day on or 
before which he was required to make the pay- 
ment to the day of payment. 


(3) Sections 151, 152 and 162 to 167, and 
Division J of Part I are applicable mutatis 
mutandis to this Part. 


PART VIII 


TAX ON CORPORATION PAYING 
DIVIDEND OUT OF DESIGNATED SURPLUS 


194, (1) Where a corporation, other than 
a non-resident-owned investment corporation, 
has at any time in a taxation year and after 
1971 paid a dividend to a shareholder that 
controlled the corporation and that was 


(a) anon-resident corporation, or 


(b) a person exempt from tax under section 
149, 


the whole or any part of which dividend would, 
if Part VII were applicable, be regarded as 
having been paid out of designated surplus of 
the corporation as determined under that Part, 
the corporation shall, on or before the day on or 
before which it is required to file a return of 
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(c) in any case where paragraph (a) applies, 

15%, and Ree. 

(d) in any other case, 33 1/3%, : 
of the amount of the dividend or, as the case | 
may be, the part thereof that would, if Part VII 
were applicable, be regarded as having been so 
paid. 


(2) For the purpose of determining whether (2). Subsection 105B(2), modified 

a dividend or any part thereof would, if Part VII 
were applicable, be regarded as having been paid 
out of designated surplus of a corporation as 
determined under that Part, where the corpora- 
tion was controlled by a person described in 
paragraph (1)(b) that person shall, at all times 
relevant to the determination, be deemed to 
have been a corporation. 


‘Where — (3) For the purposes of this section, a (3). Subsection 105B(4), modified 
reciicd corporation is controlled by a person described 

& in paragraph (1\(a@) or (b) if more than 50% 

of its issued share capital (having full voting 

rights under all circumstances) belongs to that 

person, to persons with whom that person does 

not deal at arm’s length, or to that person and 

persons with whom that person does not deal at 

arm’s length. 


Idem (4) For the purposes of subsection (3), (4). Subsection 105B(5), modified 

| issued share capital of a corporation belonging 
to or held by a trustee of one or more other 
persons beneficially for owners or members of 
an organization, club, society or other unin- 
corporated association that is a person exempt 
from tax under section 149 shall be deemed to 
be issued share capital of the corporation 
belonging to the organization, club, society or 
other association, as the case may be, as a 
person so exempt. 
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(5) Where section 15 or subsection 56(2) 
would, if Part I were applicable, require an 


amount to be included in computing a share- 
holder’s income, that amount shall, for the 


purposes of this Part, be deemed to have been ~ 


paid to the shareholder as a dividend. 

(6) No tax is payable under this Part where 
the payer corporation was, at the time a 
particular dividend was paid by it, controlled 


(6). Subsection 105B(6), modified 


by a person exempt from tax under section — 


149, if all of the issued share capital of the 
corporation (having full voting rights under all 
circumstances) that, during the period defined 
in subsection 192(8) as the “control period”, 
belonged to that person, to persons with whom 
that person did not deal at arm’s length, or to 
that person and persons with whom that person 


did not deal at arm’s length, were acquired by 


that person or those persons by way of uncon- 
ditional gift or unconditional bequest. 


195. (1) Where a corporation is liable to 
pay tax under this Part and has failed to pay all 
or any part thereof on or before the day on or 
before which it was required to pay the tax, it 
shall, on payment of the amount in default, pay 
interest at a prescribed rate per annum from the 
day on or before which it was required to make 
the payment to the day of payment. 


(2) Every corporation that is liable to pay 
tax under this Part shall, on or before the day 
on or before which it is required to pay the 
tax, file a return of information in prescribed 
form relevant to the transaction or trans- 
actions giving rise to such tax. 

(3) Sections 151, 152 and 162 to 167, and 
Division J of Part I are applicable mutatis 
mutandis to this Part. 


195. (1). Subsection 105B(7), modified 


(2). Subsection 105B(8), modified 


(3). Subsection 105B(9), modified 
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PARTIX. 


i TAX ON 1971 UNDISTRIBUTED INCOME 


ON HAND 
196. (1) A corporation resident in Canada 


may, at any time after 1971, elect, in pres- 


cribed manner and in prescribed form, to be 
assessed and to pay a tax under this Part of 15% 
on such amount as the corporation claims in its 
election, not exceeding the amount, if any, of 
its 1971 undistributed income on hand imme- 
diately before that time. 


(2) Where, at any particular time after 
1971, a corporation controlled by another 
corporation (within the meaning assigned by 
section 28 of this Act as it read in its 
application to the 1971 taxation year) through- 
out the period commencing at the end of 1971 
and ending immediately after the particular 
time, has paid a dividend on shares of its capital 
stock all or any part of which was payable out 
of the controlled corporation’s tax-paid undis- 
tributed surplus on hand, the Minister shall, 
upon application in writing made within 2 years 
from the end of the calendar year in which the 
dividend was paid, pay to the controlling 
corporation an amount in respect of the 
dividend equal to 15/85 of that proportion of 
the lesser of 

(a) such part of the dividend so paid as was 

paid out of the controlled corporation’s 

tax-paid undistributed surplus on hand, and 


(b) the amount, if any, by which 85/100 of 

the aggregate of . 
(i) the amount of the controlled cor- 
poration’s earnings for a control period 
that was available for the payment of 
dividends at the end of its 1971 taxation 
year (within the meaning assigned by 
subsection 28(5) of this Act as it read 
in its application to the 1971 taxation 
year), and | 
(ii) all amounts each of which is an 
amount required by paragraph (4)(c) to 
be included in computing the controlled 
corporation’s 1971 undistributed income 
on hand at the particular time 


196. (1). Subsection 105(1), modified 


(2). New 


Limitation 
on 
payment 


"1971 un- 
distributed 
income on 
hand”’ 
defined 


exceeds 
(iii) the aggregate of dividends paid or 
credited by the controlled corporation 
after 1971 and before the particular time, 
to the extent that they were payable out 
of the controlled corporation’s tax-paid 
undistributed surplus on hand, 


that the part of the dividend received by the 
controlling corporation is of the whole dividend 
paid at the particular time by the controlled 
corporation. 


(3) Notwithstanding any other provision of 
this Part, in no case shall the Minister pay toa 
corporation under subsection (2) an amount in 
excess of 15/85 of the controlling corporation’s 
tax-paid undistributed surplus on hand imme- 
diately before the time the Minister is required 
to make the payment. 


(4) In this Part, “1971 undistributed in- 
come on hand” of a corporation at any 
particular time after 1971 means the amount, if 
any, by which the aggregate of 


(a) the amount that the corporation’s undis- 
tributed income on hand (within the mean- 
ing of this Act as it read in its application to 


the 1971 taxation year) would be at the end 


of its 1971 taxation year if 
(i) this Act as it so read were read 
without reference to subparagraph 
82(1)(a)(iii) thereof, and 
(ii) references in paragraph 82(1)(@) 
(except clause (vii)(A)) thereof to 1917” 
were read as references to “1950”, 


(5) all amounts received by the corporation 
after its 1971 taxation year and before 1972 
that would, within the meaning of this Act 
as it read in its application to the 1971 
taxation year, be dividends received or 
deemed to have been received by it, and 
(c) all amounts each of which is an amount 
in respect of a dividend 
(i) received by the corporation after 1971 
and before the particular time, and 


¥ es Toes” Si an sy Ca ‘ ey =*s 
Pe, A ree sag nw = s * ‘eee 
LAR mae 2 ee SG YS Ru een ee aS 
‘ y. . OA ow Feed “~ hal 
-< A ‘ by 


Subsection 1 96(2) 


(3). New 


(4). New 


‘ 
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j 
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(ii) in respect of which the Minister was, 
before the particular time, required by 
subsection (2) to pay an amount to the 
corporation, 

equal to 100/15 of the amount so required 


to be paid to the corporation in respect of 
the dividend, 


exceeds the aggregate of 


(dq) the amount that the corporation’s tax- 
paid undistributed income (within the mean- 
ing of this Act as it read in its application to 
the 1971 taxation year) would be (if this 
Act as it so read were applicable to the 
period consisting of that part of the corpo- 
ration’s 1972 taxation year that is before 
1972) as of the end of 1971, 


(e) the amount that would, if this Act as it 
so read were applicable to the period consis- 
ting of that part of the corporation’s 1972 
taxation year that is before 1972, be the 
ageregate of 

(i) dividends paid by the corporation 

after its 1971 taxation year and before 

1972, and 

(ii) dividends deemed to have been re- 

ceived in that period by its shareholders, 
that would be required to be deducted in 
computing the corporation’s undistributed 
income on hand at the end of 1971, and 
(f) all amounts on which the corporation 
has, before the particular time, elected to 
pay tax under subsection (1). 


(5) Notwithstanding subsection (4), a life 


insurance corporation’s 1971 undistributed in- 
come on hand at any time after 1971 is the 
amount, if any, by which the aggregate of 


(a) the amount at the credit of its share- 
holders’ account at the end of its 1968 
taxation year, and 
(b) the amount, if any, by which 
(i) the aggregate of its incomes for taxa- 
tion years beginning with the 1969 taxa- 
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(5). New 
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and ending with the 
taxation year Re Spee Pais 


exceeds the aggregate of 


ahs (ii) each business loss (within the meaning ie: Tigges ks t, wee ed 

aN, of this Act as it read in its application to ge para Mn fis ae 

ie the 1971 taxation year) sustained by the : , { fa ieee sii fy a 
Sa ; corporation in any such year, | ae 


2 (iii)each expense incurred or disburse- 
barre ment made by the corporation during any 
| such year that was not allowed as a de- 
oa duction in computing income for any of 
te those years under Part I of this Act as it 
read in its application to the 1971 taxa- 
tion year, except an expense incurred or 
disbursement made in respect of the 
acquisition of property or the repay- 
ment of loans or capital, 
(iv) each dividend paid by the corporation 
in any such year on any share of its 
capital stock, and 
(v) each amount on which tax under Part 
VUI of this Act, as it read in its applica- 
tion to the 1971 taxation year, was 
payable in respect of the redemption or 
acquisition by the corporation in any 
# : such year of any shares of its capital 
stock, 
exceeds the aggregate of if 


(c) the amount determined under subsection 
(4)(@) in respect of the corporation, and 
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(d) all amounts on which the corporation 
has, before the particular time, elected to 
pay tax under this Part. 


a3 


197. (1) An election under this Part is 197. (1). Subsection 105(3), modified 
null and void unless, when the election was . 
made, there was paid to the Receiver General of | EVRA 
Canada the amount of the tax that the corpora- ahi 
tion elected to pay. , | 

(2) The Minister shall, with all due dispatch, (2). Subsection 105(6), modified Face ay 
examine each election made under this Part, Pet 
assess the tax payable and send a notice of 
assessment to the corporation. 


| 52(4) and ‘O, ‘sections 
wih 165 ' o 467, and Division ‘J of Part I are 
applicable mutatis mutandis to this Part. 


PART X 


TAXES ON DEFERRED PROFIT SHARING 
PLANS AND REVOKED PLANS 


Miraz oninon. |» -198, (1) Every trust governed by a deferred 


ca 


sa a“ ss aries 


qualified . 

eee ts profit sharing plan or revoked plan that 

cha of (a) acquires a non-qualified investment, or 
assets as 

security (b) uses or permits to be used any property 


of the trust as security for a loan, 
shall pay a tax equal to the cost to the trust of 
the non-qualified investment or the fair market 
value, at the time the property is used as 
security, of the property so used, as the case 
may be. 


_ Payment of E (2) A trustee of a trust liable to pay tax 
eX under subsection (1) shall remit the amount of 


the tax to the Receiver General of Canada 
within 10 days of the day on which the 
non-qualified investment is acquired or the 
property is used as security for a loan, as the 
case may be. 


_ Trustee (3) Where a trustee of a trust liable to pay 


ee for —_ tax under subsection (1) does not remit to the 
Receiver General of Canada the amount of the 
tax within the time specified in subsection (2), 
the trustee is personally liable to pay on behalf 
of the trust the full amount of the tax and is 
entitled to recover from the trust any amount 
paid by him as tax under this section. 


Refund of (4) Where a trust disposes of a non-qualified 


tax on dis: investment the acquisition of which resulted in 
position of 


non-qualified the imposition of tax under this section, the 
_ investment trust is, upon application in accordance with 


section 202, entitled to a refund of an amount 
equal to the lesser of 
(a) the amount of the tax imposed under 
this section as a result of the acquisition, and 
(b) the proceeds of disposition of the non- 
qualified investment. 


Cy Subeection: ose modified 


198. (1). Subsection 105K(1) 


"A 


(2). Subsection 105K(2) 


(3). Subsection 105K(3) 


(4). Subsection 105K (4) 


3 
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Refund of tax (5) Where a loan, for which a trust has used 


on recovery 
of property 
given as 
security 


Special rules 
relating to 
life 
insurance 
policies 


Or permitted to be used trust property as 

security, ceases to be extant, the trust is, upon 

application in accordance with section 202, 

entitled to a refund of an amount equal to the 

amount remaining, if any, when 
(a) the net loss (exclusive of payments by 
the trust as or on account of interest) 
sustained by the trust in consequence of its 
using or permitting to be used the property 
as security for the loan and not asa result of 
a change in the fair market value of the 
property 

is deducted from 
(b) the tax imposed under this section in 
consequence of the trust’s using or per- 
mitting to be used the property as security 
for the loan. 


(6) For the purposes of this section, 


(a) the acquisition of an interest in or the 
payment of an amount under a life insurance 
policy shall be deemed not to be the 
acquisition of a non-qualified investment, 
and 


(5) the disposition of an interest in a life 
insurance policy shall be deemed not to be 
the disposition of a non-qualified invest- 
ment, 


except that where a trust governed by a 
deferred profit sharing plan or revoked plan 
makes a payment under or to acquire an 
interest in a life insurance policy, other than a 
life insurance policy under which 


(c) the trust is, or by virtue of the payment 
about to become, the only person entitled to 
any rights or benefits under the policy 
(other than the rights or benefits of the 
insurer), 

(2) the cash surrender value of the policy 
(exclusive of accumulated dividends) is or 
will be, at a time before the 71st anniversary 
of the birth of the insured person, if all 
premiums under the policy are paid, not less 
than the maximum total amount (exclusive 
of accumulated dividends) payable by the 
insurer under the policy, and 
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Idem 


Idem 


(e) the total of the premiums payable in anv 
year under the policy is not greater than the 
aggregate of the amounts that, if the annual 
premiums had been payable in monthly 
instalments, would have been payable as 
such instalments in the 12 months com- 
mencing with the date the policy was issued, 


the making of the payment shall be deemed to 
be the acquisition of a non-qualified investment 
at a cost equal to the amount of the payment. 

(7) Notwithstanding subsection (6), where 
the aggregate of all payments made in a year by 
a trust governed by a deferred profit sharing 
plan or revoked plan under or to acquire 
interests in life insurance policies in respect of 
which the trust is the only person entitled to 
any rights or benefits (other than the rights or 
benefits of the insurer) does not exceed an 
amount equal to 25% of the aggregate of all 
amounts paid by employers to the trust in the 
year under the plan for the benefit of bene- 
ficiaries thereunder, the making of the pay- 
ments under or to acquire interests in such 
policies shall be deemed, for the purposes of 
this section, not to be the acquisition of 
non-qualified investments. 


(8) Where a trust surrenders, cancels, assigns 
or otherwise disposes of its interest in a life 
insurance policy, 

(a) the trust shall be deemed, for the pur- 

poses of subsection (4), to have disposed of 

each non-qualified investment that, by virtue 
of payments under the policy, it was deemed 
by subsection (6) to have acquired, and 

(b) the proceeds of the disposition shall be 

deemed to be the amount, if any, by which 

(i) the amount received by the trust in 
consequence of the surrender, cancel- 
lation, assignment or other disposition of 
its interest in the policy 

exceeds the aggregate of 

(ii) each amount paid by the trust under 
or to acquire an interest in the policy, the 
payment of which is deemed by this 
section not to be the acquisition of a 
non-qualified investment, and 
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Subsection 198(6) 


(7). Subsection 105K(7) 


(8). Subsection 105K (8) 


i itial non- 
qualified 


199. (1) Every trust governed by a deferred 


profit sharing plan or revoked plan shall pay a 
i tax 


(a) for 1967, equal to the amount, if any, 
by which 20% of the initial base of the trust 
exceeds the proceeds of disposition of its 
initial non-qualified investments disposed of 
after December 21, 1966 and before 1968; 
(>) for 1968, equal to the amount, if any, 
by which 40% of the initial base of the trust 
exceeds the aggregate of 
(i) the proceeds of disposition of its 
initial non-qualified investments disposed 
of after December 21, 1966 and before 
1969, and 
(ii) the tax payable by the trust deter- 
mined under paragraph (a); 
(c) for 1969, equal to the amount, if any, 
by which 60% of the initial base of the trust 
exceeds the aggregate of 
(i) the proceeds of disposition of its 
initial non-qualified investments disposed 
of after December 21, 1966 and before 
1970, and 
(ii) the tax payable by the trust determi- 
ned under paragraphs (a) and (b); and 
(d) for 1970, equal to the amount, if any, 
by which 100% of the initial base of the 
trust exceeds the aggregate of 
(i) the proceeds of disposition of its 
initial non-qualified investments disposed 
of after December 21, 1966 and before 
1971, and 
(ii) the tax payable by the trust deter- 
mined under paragraphs (a), (b) and (c). 


(2) Where at the end of a year, 


(a) the aggregate of all taxes paid by a trust 
under subsection (1) 


exceeds 


199. (1). Subsection 105L(1) 


(2). Subsection 105L(2) 


@, 
op 
q 


Distribution 
- deemed 
disposition 


gn: “@all ores ‘made to the trust under 


: 
Taxon 
forfeitures 


Idem 


this subsection, and 

(ii) the amount, if any, by which the 
initial base of the trust exceeds the 
proceeds of disposition of its initial non- 
qualified investments disposed of after 
December 21, 1966 and before the end of 
the year, 


the trust is, upon quniiauan in accordance 
with section 202, entitled to a refund equal to 
the amount by which the aggregate described in 
paragraph (a) exceeds the aggregate described in 


paragraph (Db). 


200. For the purposes of this Part a distri- 
bution by a trust of a non-qualified invest- 
ment to a beneficiary of the trust shall be 
deemed to be a disposition of that non- 
qualified investment and the proceeds of 
disposition of that non-qualified investment 
shall be deemed to be its fair market value at 
the time of such distribution. 


201. (1) Every trust governed by a deferred 
profit sharing plan or revoked plan shall, for 
each year after 1965, pay a tax equal to 50% of 
the amount, if any, by which 

(a) the amount forfeited in the trust in the 

year, 
exceeds the aggregate of 

- (b) the amount or value of funds or pro 
perty of the trust appropriated to or for the 
benefit of the employer in the year and 
included in his income by virtue of sub- 
section 147(13), and 


(c) the aggregate of amounts determined 
under subsection (2) for the year in respect ~ 


of each employee who was a beneficiary 
under the plan. : 


(2) The amount determined for the pur- 
poses of paragraph (1)(c) for a year in respect 
of an employee who was a beneficiary under a 
deferred profit sharing plan or revoked plan is 
the lesser of 


200. Section 105M 


201. (1). Subsection 105N(1) 


(2). Subsection 105N(2), modified 
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Subsection 201(2) | ! Rega ted 
(a) such portion of the amount forfeited in _ ‘. 3 Fis 
the trust in the year as was reallocated in the ; 
year or within 90 days after the end of the 
year to that employee, and 
(b) the amount, if any, by which 
(i) the product obtained when 

(A) $2,000 is multiplied by the num- 

ber of years before 1972, and 

(B) $3,000 is multiplied by the num- 

ber of years after 1971 
; in which the employee was a beneficiary 
under the plan or under any antecedent 
deferred profit sharing plan that governed 
a trust to which payments were made 
under the antecedent plan for the benefit 
of beneficiaries thereunder by the em- 
! ployee’s employer, 


ek ee ae C7 


exceeds the aggregate of 


(ii) amounts deducted under subsection 
147(8) in respect of the employee in 
computing the income of the employee’s 
employer for the taxation year ending in 
or coincidentally with the year or for a 
previous taxation year, 

(iii) amounts determined in respect of the 
employee for the purposes of paragraph 
(1)(c) for years preceding the year, and 
(iv) amounts forfeited in the trust before 
December 21, 1966 to the extent that 
they have been reallocated to the em- 
ployee on or before the last day of the 
year for which the determination is made. 


Amount (3) In this section, “amount forfeited” ina (3). Subsection 105N(3) 
ete trust governed by a deferred profit sharing plan 
Or revoked plan in any period means the 
aggregate of each amount in respect of a person 
who ceased in the period to be a beneficiary 
under the plan, 
(a) that at any time before the end of the 
period was allocated or reallocated, con- 
tingently or otherwise, by the trust to that 
person, and 
(5) that did not vest irrevocably in that 
person at or before the time at which he 
ceased to be a beneficiary under the plan. 


7, 


: Deemed (4) For the purposes of subsection (3), an 


allocation amount paid whether before, on or after 


December 21, 1966, under a deferred profit 
sharing plan by an employer to a trustee under 
the plan in respect of an employee shall be 
deemed to have been allocated by the trustee to 
that employee at the time it was so paid. 


Returns 202. (1) Within 90 days from the end of 
ene each year after 1965, a trustee of every trust 
payment 

of governed by a deferred profit sharing plan or 
ee revoked plan shall 


(a) file with the Minister a return for the 
year under this Part in prescribed form and 
containing prescribed information, without 
notice or demand therefor, 


(b) estimate in the return the amount of tax 
payable by the trust under this Part for the 
year, 

(c) estimate in the return the amount of any 
refund to which the trust is entitled under 
this Part for the year, and 

(d) pay to the Receiver General of Canada 
the unpaid balance of the trust’s tax for the 
year minus any refund to which it is entitled 
under this Part, or apply in the return for 
any amount owing to it. 


Considera- (2) Where a trustee of a trust has made 
Bey FN application for an amount owing to it pursuant 
application : ee 

forrefund to subsection (1), the Minister shall 


(a) consider the application; 

(b) determine the amount of any refund; 
and 

(c) send to the trustee a notice of refund 
and any amount owing to the trust, or a 
notice that no refund is payable. 


Application (3) Subsection 150(2), section 152, section 
Mesias 158, subsection 161(1) and sections 162 to 167 
of Part I and Division J of Part I are applicable mutatis 


mutandis to this Part and for the purposes of 
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202. (1). Subsection 1050(1) 


(2). Subsection 1050(2) 


(3). Subsection 1050(3), modified 
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the application of those sections to this Part, = 
a notice of refund under this section shall be 


deemed to be a notice of assessment. 


(4) Subsections 164(3) and (4) are ap- 
plicable mutatis mutandis to refunds of tax 
under subsection 198(4) or (5) or under sub- 
section 199(2). 

(S) In addition to the interest payable under 
subsection 161(1), where a taxpayer, being 


- required by section 198 to pay a tax, has failed 


to pay all or any part thereof as required, he 
shall, on payment of the amount he failed to 
pay, pay interest at a prescribed rate per annum 
from the day on or before which he was re- 
quired to make the payment to the day of 
payment or the beginning of the period in 
respect of which he becomes liable to pay 
interest thereon under subsection 161(1), which- 
ever is earlier. 


203. Instead of making a refund to which a 
trust is entitled under subsection 198(4) or 
(5) or under subsection 199(2), the Minister 
may, where the trust is liable or about to 
become liable to make another payment under 
this Act, apply the amount of the refund or any 
part thereof to that other liability and notify a 
trustee of the trust of that action. 


204. In this Part, 


(a) “equity share’? means an equity share 
within the meaning of section 257; 


(b) “initial base’? of a trust means the 
aggregate of the values of all initial non- 
qualified investments held by the trust on 
December 21, 1966 when each such in- 
vestment is valued at the lower of 

(i) its cost to the trust, and 


(ii) its fair market value on December 21, 
1966; 


(4). Subsection 1050(4) 


(5). Subsection 1050(5), modified 


203. Section 105P 


204. Section 105Q, modified 


“N on- 
— qualified 
eee stment” 


oe 
“Qualified 
Bay estment” 


it 1 Jecember 21, 1966 whee was, on that a 
date, a non-qualified investment but does 


‘not include 
(i) any interest in a life insurance policy, 
or . 

(ii)an equity share that would be a 

qualified investment if the date of acqui- 

sition of the share were December 21, 


1966; 
(d) “non-qualified investment”’ means prop- 


erty that is not a qualified investment 
for a trust governed by a deferred profit 
sharing plan or revoked plan within the 
meaning of paragraph (e); 
(e) “qualified investment” for a_ trust 
governed by a deferred profit sharing plan or 
revoked plan means 
(i) money, including balances standing to 
the trust’s credit in the records of 
(A) a bank to which the Bank Act or 
the Quebec Savings Banks Act applies, 
or 
(B)a corporation that is licensed or 
otherwise authorized under the laws of 
Canada or a province to carry on in 
Canada the business of offering to the 
public its services as trustee, 
(ii) bonds, debentures, notes, mortgages, 
hypothecs or similar obligations described 
in clause 212(1)(b)(ii)(C), whether issued 
before, on or after April 15, 1966, 
(iii) bonds, debentures, notes or similar 
obligations of a corporation the shares of 
which are listed on a prescribed stock 
exchange in Canada, other than those 
described in paragraph 147(2)(c), 
(iv) shares listed on a prescribed stock 
exchange in Canada, 
(v) shares of an investment corporation, 


(e). Paragraph 105Q(e), modified 


(vi)equity shares of a corporation by 
which, before the date of acquisition by 
the trust of the shares, payments have 
been made in trust to a trustee under the 
plan for the benefit of beneficiaries there- 
under, if the shares are of a class in 
respect of which 
(A) there is no restriction on their 
transferability, and 
(B) in each of 4 taxation years of the 
corporation in the period of the cor- 
poration’s 5 consecutive taxation years 
that ended less than 12 months before 
the date of acquisition of the shares by 
the trust, and in the corporation’s last 
taxation year in that period, the cor- 
poration 
1. paid a dividend on each share of 
the class of an amount not less than 
4% of the cost per share of the 
shares to the trust, or 
2. had earnings attributable to the 
shares of the class of an amount not 
less than the amount obtained 
when 4% of the cost per share to 
the trust of the shares is multiplied 
by the total number of shares of 
the class that were outstanding 
immediately after such acquisition, 
(vii) guaranteed investment certificates 
issued by a trust company incorporated 
under the laws of Canada or of a prov- 
ince, 
(viii) investment contracts described in 
clause 146(1)(/)(@i)(B) and issued by a 
corporation approved by the Governor in 
Council for the purposes of that clause, 
(ix) shares listed on a prescribed stock 
exchange in a country other than Canada 
and not listed on a prescribed stock 
exchange in Canada, to the extent that 
the cost to the trust of all such shares 
held by the trust immediately after the 
latest acquisition by the trust of any such 
shares is not greater than 10% of the cost 
to the trust of all property held by it 
immediately before such acquisition, and 
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(x) such other investments as may be 
prescribed by regulations of the Governor 
in Council made on the recommendation 
: of the Minister of Finance; and 

“Revoked — (f) “revoked plan” means a deferred profit 

pian Sharing plan the registration of which has 
been revoked by the Minister pursuant to 
subsection 147(14). 


PART XI 


TAX IN RESPECT OF CERTAIN PROPERTY 
ACQUIRED BY TRUSTS, ETC., GOVERNED 
BY DEFERRED INCOME PLANS 


Application 205. This Part applies in respect of a tax- 
ater payer that is 
(a) a trust or corporation established or 
incorporated solely in connection with, or 
for the administration of, a registered pen- 
sion fund or plan, 
(b) a trust governed by a registered retire- 
ment savings plan, or 
(c) a trust governed by a deferred profit 
sharing plan. 


Tax 206. (1) Where, at the end of any month 
Bex eule after 1971, 
(a) the cost to a taxpayer to whom this Part 
applies of all foreign property held by it at 
that time 
exceeds 
(b) 10% of the cost to it of all property held 
by it at that time, 
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205. New 


206. (1). New 


, topes respect of I 

pay a tax under this Part equal to 1% of the a 
lesser of such excess and the cost to it of al = 
foreign property held by it at that time that PEA te ruil 
was acquired by it after June 18, 1971. eae Sia Oh Oe) sala an aa 
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(2) In this section, “foreign property 


means 


(a) tangible property situated outside Cana- 
da except automotive equipment registered 
in Canada, 
(b) automotive squipnient not registered in 
Canada pursuant to the laws of Canada ora 
province, 


(c) intangible property (other than any 
property described in paragraph @), (e) or 
(f)) situated outside Canada including, 
without restricting the generality of the 
foregoing, any patent under the laws of a 
country other than Canada and any licence 


(2). New LCR ie aa 


Da _in respect thereof, 

| (dq) any share of the capital stock of a 
corporation other Han a Canadian corpora- 
tion, © 

(e) any share of the capital stock of a mu- 
tual fund corporation that is not an invest- 
ment corporation, except as prescribed by 
regulation, 


(f) any bond, debenture, mortgage, hypo- 2 shoes 
thec, note or similar obligation of, or issued . : Stra, 
by, a person not resident in Canada, , eke 
(g) any interest in or right to any property 
described in paragraphs (a) to (f), and 

(A) any interest in, or right to acquire an 
interest in, a trust or partnership, except as Bagh aa SK, 
prescribed by regulation. Gn 


207. (1) Within 90 days after the end of 207. (1). New | car ish 
each year after 1971, a taxpayer to whom this bere 
Part applies shall, ptaver a. >: 

(a) file with the Minister a return for the 

year under this Part in prescribed form and 

containing prescribed information, without 
notice or demand therefor, 


_ of trustee 
ears |, 


;) Provisions 
applicable 


- Deductions 
from tax 


a if any, He atie Aon hin the the Part j in 


we 


ae respect of each month in the year, and 


(c) pay to the Receiver General of Canada 
the amount of tax, if any, payable by him 
under this Part in respect of each month in 
the year. 


(2) Where the trustee of a taxpayer that is 
liable to pay tax under this Part does not remit 
to the Receiver General of Canada the amount 
of the tax within the time specified in sub- 
section (1), the trustee is personally liable to 
pay on behalf of the taxpayer the full amount 
of the tax and is entitled to recover from the 
taxpayer any amount paid by him as tax under 
this section. 


(3) Subsections 150(2) and (3), subsection 
161(1), sections 152, 158 and 162 to 167, and 
Division J of Part I are applicable mutatis 
mutandis to this Part. 


PART XII 


TAX ON INVESTMENT INCOME 
OF LIFE INSURERS 


208. (1) Every life insurer shall pay a tax 
for a taxation year equal to 15% of its taxable 
Canadian life investment income for the year. 


(2) There may be. deducted from the tax 
otherwise payable under this Part by an insurer 
for a taxation year 


(a) the aggregate, for each province, of the 
lesser of 
(i) 50% of any tax, the amount of which 
is calculated by reference to premiums 
collected by the insurer, payable by the 
insurer to that province in respect of 
premiums collected by it in the year 
under life insurance policies other than 
(A) life insurance policies described in 
paragraph 209(3)(a), 
(B) annuity contracts, or 
(C) group term life insurance policies, 
and 


(2). New 


(3). New 


208. (1). Subsection 105R(1) 


(2). Subsection 105R(2), modified 


Sr US a 


(ii) 1% of the aggregate of amounts 
(A) collected in the year by the insurer 
as or On account of premiums under 
life insurance policies other than those 
referred to in clauses (iA), (B) and 
(C), and 
(B)in respect of which any tax des- 
cribed in subparagraph (i) was payable 
by the insurer to that province; and 
(b) 28 1/3% of that proportion of the ag- 
gregate of dividends. received by the insurer 
in the year from taxable Canadian corpora- 
tions in respect of shares that were non- 
segregated property of the insurer, that 
(i) the insurer’s taxable Canadian life in- 
vestment income for the year plus the 
aggregate determined in respect of the 
insurer for the year under paragraph 
209(3)(c) 
is of 
(ii) the insurer’s net Canadian life in- 
vestment income for the year. 


Gross | 209. (1) A life insurer’s gross Canadian life 
ao investment income for a taxation year is the 
investment amount, if any, by which the aggregate of 


en: (a) an amount equal to 


(i) where subsection 138(9) applies but 
the insurer has not elected under that 
subsection in respect of the year, such 
part of its gross investment revenue for 
the year from its non-segregated property 
as is required by paragraph (b) of that 
subsection to be included in computing 
its income for the year from carrying on 
its life insurance business in Canada, and 
(ii) in any other case, its gross investment 
revenue for the year from such of its 
non-segregated property as was property 
used in the year in, or held in the year 
in the course of, carrying on its life in- 
surance business in Canada, and 
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Subsection 208(2) 


209. (1). Subsection 105s(1) 


~~ S.-Y 


Net 
Canadian 
life 
investment 
income 


(b) the amounts required by subsection 
138(4) to be included in computing the 
insurer’s income for the year, other than 
amounts deducted under paragraph 
138(3)(@) in computing its income for the 
immediately preceding taxation year, 


exceeds the aggregate of the amounts de- 
ductible under paragraphs 138(3)(b), (c) and 
(dq) in computing the insurer’s income for 
the year. 


(2) A life insurer’s net Canadian life in- 


.vestment income 'for a taxation year is its gross 


Canadian life investment income for the year 
minus the aggregate of 


(a) its outlays or expenses that were de- 
ductible under Part I in computing its 
income for the year to the extent that such 
outlays or expenses were laid out or incurred 
by it for the purposes of managing its 
non-segregated property, the gross in- 
vestment revenue from which may reason- 
ably be regarded as having been included in 
its gross Canadian life investment income for 
the year; 

(b) interest payable by the insurer in respect 
of the year pursuant to a legal obligation 
incurred by it in the course of carrying on its 
life insurance business in Canada; 


(c) amounts deductible under paragraph 
20(1 (a) in computing the insurer’s income 
for the year in respect of a building at least 
80% of which was used regularly by it for 
the purpose of earning its gross Canadian life 
investment income for the year; and 

(2) 50% of the aggregate of each amount 
deductible under Part I in computing the 
insurer’s income for the year from carrying 
on its life insurance business in Canada, 
except to the extent that such amount 
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Subsection 209(1) 


(2). Subsection 1058(2) 


4 ee 


(is included in any of the amounts 

determined in respect of the insurer for 

the year under paragraph (a), (b) or (c), | ESET SA ae OR aa 
(ii) is deductible under subsection 138(3) Le Rese Had Maa Wome rae one cc | 
in computing its income for the year eae iv hep : FS ee 
from carrying on its life insurance busi- hi ) | Kaen 
ness in Canada, 

hs | (iii) was paid or payable by the insurer 

oe under a life insurance policy before the 

a end of the year, 

(iv) was an outlay or expense laid out or 


incurred by it for the purpose of earning 
i income from its group life insurance 
A business, or 
me (v) was payable by the insurer to a 
" province as a tax in respect of premiums 
pe collected by it in the year under life ' 
2 ! insurance policies. 
; | | 
_ Taxable (3) A life insurer’s taxable Canadian life (3). Subsection 105s(3) 
[Canadian investment income for a taxation year is the 


investment amount, if any, by which its net Canadian life 
are investment income for the year exceeds the 
| aggregate of 
Oh (a) the interest element for the year for 
(i)each class of the insurer’s existing 
fixed-premium life insurance policies in 
Canada, and | 
(ii) each class of the insurer’s life in- 
surance policies in Canada that were 
he issued or effected as registered retirement | i 
savings plans or pursuant to registered 
pension funds or plans; 


(5) the insurer’s income for the year from 

carrying on its life insurance business in 

Canada, computed in accordance with Part I; 
and 
BT (c) the aggregate of each amount (other 
: than any capital element thereof as de- 
a termined under paragraph 60(a)) that a 
; policyholder became entitled to receive in 
ie the year from the insurer under a life 
P insurance policy in Canada other than a Ws, > 
| policy described in paragraph (a), to the . Wi Pi 3 
a extent that such amount is required by Ee ages S 
sd paragraph 56(1)d@) or paragraph 148(1)(a) ra 
‘3 


~ Provisions 
- applicable 
to Part 


Definitions 


“Existing 
fixed- 
premium 
life 
insurance 
policy”’ 


**Gross 
investment 
revenue’”’ 
and other 
expressions 


“Interest 
element’’ 


| to ‘be included in computing the policy- 
holder’s income. 


210. Divisions I and J of Part I, except 


sections 153 to 156, 160 and 168, are appli- 
cable mutatis mutandis to this Part. 


211. In this Part, 


(a) “existing fixed-premium life insurance 
policy’’ means a non-participating life in- 
surance policy 
(i) under which the amount of every 
premium payable and the amount of 
every adjustment to any premium was 
fixed and determined on or before Oc- 
tober 22, 1968, and 
(ii) none of the terms of which relating to 
premiums payable thereunder had after 
October 22, 1968 and before the end of 
the taxation year in respect of which the 
expression is relevant, been varied in any 
manner whatever other than to provide 
for payment of the premiums at time 
intervals more or less frequent than those 
fixed and determined immediately before 
the variation; 
(b) “gross investment revenue’, “life in- 
surance policy”, “‘life insurance policy in 
Canada’’, ‘““maximum tax actuarial reserve’’, 
“non-segregated property” and “relevant 
authority”” have the meanings assigned by 
subsection 138(12); 
(c) “interest element” for a taxation year 
for a particular class of life insurance policy 


"means, except as otherwise expressly pres- 


cribed, the product obtained when the rate 
of interest used by the insurer in computing 
its maximum tax actuarial reserves for the 
year for life insurance policies of that class is 
multiplied by its mean maximum tax ac- 
tuarial reserve for the year for that class; 


210. Section 105T, modified 


211. Section 105U 


SO0ee 


Section 211 
“Mean (2) “mean maximum tax actuarial reserve” 
“2 Sean for a particular class of life insurance policy 
actuarial for a taxation year means the quotient 
5 nrg obtained when the aggregate of the maxi- 
mum tax actuarial reserve for that class of 
policy for the year and the maximum tax 
actuarial reserve for the same class for the 
immediately preceding taxation year is di- 
vided by 2; 
“Non- (e) “non-participating life insurance policy” 
ae means a life insurance policy other than a 
insurance participating life insurance policy as defined 
peey” in subsection 138(12); 
“Property (f) “property used in the year in, or held 
pits in: in the year in the course of” carrying on a 
on business life insurance business in Canada has, where 
in Canada 


“Segregated 
fund” 


Idem 


Tax 


applicable, the meaning assigned by sub- 
section 138(12); 

(g) “‘segregated fund” has the meaning as- 
signed by subsection 148(1); and 

(A) in construing the meaning of the ex- 
pression “group term life insurance policy”’, 
the definition of that expression in section 
248 does not apply. 


PART XIII 


TAX ON INCOME FROM CANADA 
OF NON-RESIDENT PERSONS 


212. (1) Every non-resident person shall 


212. (1). Subsection 106(1), modified 


pay an income tax of 25% on every amount 
that a person resident in Canada pays or credits, 
or is deemed by Part I to pay or credit, to him 
as, On account or in lieu of payment of, or in 
satisfaction of, 
(a) a management or administration fee or 
charge; 


(a). Paragraph 106(1 )(a) 


Manage- 
ment fee 


Interest (b) interest except (b). Paragraph 106(1)(b) 
(i) interest payable by a non-resident- 
owned investment corporation, 
(ii) interest payable on 
(A) bonds of or guaranteed by the 
Government of Canada issued on or 


before December 20, 1960, 


Te ihitp ag ea a tbo 


- Subsection 212(1) 


(B) bonds of or guaranteed by the 
; Government of Canada issued after 
4 December 20, 1960, and before April 
16, 1966, the interest on which is 
payable to the government or central 
bank of a country other than Canada 
or to any international organization or 
agency prescribed by regulation, or 
(C) bonds, debentures, notes, mortga- 
ges, hypothecs or similar obligations 
1. of or guaranteed by the Govern- 
ment of Canada, 
2. of the government of a province 
or an agent thereof, 
3. of a municipality in Canada or a 
municipal or public body per- — 
forming a function of government 
in Canada, 
4. of a corporation, commission or 
association not less than 90% of the 
shares or capital of which is owned 
by Her Majesty in right of a prov- 
ince or by a Canadian municipality, 
or of a subsidiary wholly-owned 
corporation that is subsidiary to 
such a corporation, commission or 
association, or 
5. of an educational institution or 
a hospital if repayment of the 
principal amount thereof and pay- 
ment of the interest thereon is to 
be made, or is guaranteed, assured 
or otherwise specifically provided 
for or secured by the government 
of a province, 
issued after April 15, 1966, and before 
1976, 
(iii) interest payable in a currency other 
than Canadian currency to a person with 
whom the payer is dealing at arm’s 
length, on 
(A) any obligation where the evidence 
of indebtedness was issued on or be- 
fore December 20, 1960, 


(B) any EG? Nate the a ice 
of indebtedness was issued after Dee 
cember 20, 1960, if the obligation was 
entered into under an agreement in 
writing made on or before that day, 
under which the obligee undertook to 
advance, on or before a specified day, 
a specified amount at a specified rate 
of interest or a rate of interest to be 
determined as provided in the agree- 
ment, to the extent that the interest 
payable on the obligation is payable 
1. in respect of a period ending not 
later than the earliest day on which, 
under the terms of the obligation 
determined as of the time it was 
entered into, the obligee would be 
entitled to demand payment of the 
principal amount of the obligation 
or the amount outstanding as or on 
account of the principal amount 
thereof, as the case may be, if the 
terms of the obligation determined 
as of that time provided for such 
payment on or after a specified 
day, or 
2.in respect of a period ending not 
later than one year after the time 
the obligation was entered into, in 
any other case, 
(C) any bond, debenture or anit 
obligation issued after December 20, 
1960, for the issue of which arrange- 
ments were made on or before that 
day with a dealer in securities, if the 
existence of the arrangements for the 
issue of the bond, debenture or similar : 
obligation can be established by evi- 
dence in writing given or made on or 
before that day, 
(D) any debt owing by a bank to us 
which the Bank Act applies, as or on 
account of an amount deposited with 
that bank that is not repayable in 
Canadian currency, 


country other than Canada, to the 
extent that the interest payable on 
the obligation is deductible in com- 
puting the income of the payer under 
Part I from a business carried on by 
him in any such country, or 
(F) any obligation entered into by the 
payer after December 20, 1960, upon 
assuming an obligation referred to in 
clause (A) in consideration or partial 
consideration for the purchase by the 
er payer of property of the vendor that 
constituted security for that obliga- 
i tion, if the payer upon entering into 
ee the obligation undertook to pay the 
. same amount of money on or before 
the same date and at the same rate of 


y interest as the vendor of such property 
BY had undertaken in respect of the obli- 
a . gation under which he was the obligor, 


Be interest expressed to be computed by 
reference to Canadian currency shall be 
deemed to be payable in Canadian cur- 
rency), and 

(iv) interest payable on any bond, de- 
: benture or similar obligation issued after 
= June 13, 1963 to a person to whom a 
q certificate of exemption that is in force 
on the day the amount is paid or credited 
has been issued under subsection (14); 


(c) income of or from an estate or trust, 
except to the extent that such income is 
deemed by subsection 104(21) to be a 
taxable capital gain of a non-resident person 
from the disposition of capital property; 
(d) rent, royalty or a similar payment, 
including, but not so as to restrict the 
generality of the foregoing, any payment 
(i) for the use of or for the right to use in 
Canada any property, invention, trade 
name, patent, trade mark, design or 
model, plan, secret formula, process or 
other thing whatever, 


ee 
oo eee Ue 


“course of: carrying c on Wacouehee in a 


i (for the purpose of this subparagraph, 


(c). Paragraph 106(1)(c), modified 


(d). Paragraph 106(1)(d), modified 
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(ii) for information concerning industrial, 
commercial or scientific experience where 
the total amount payable as consideration 
for such information is dependent in 
whole or in part upon 

(A) the use to be made thereof or the 

benefit to be derived therefrom, 

(B) production or sales of goods or 

services, Or 

(C) profits, 
(iii) for services of an industrial, com- 
mercial or scientific character performed 
by a non-resident person where the total 
amount payable as consideration for such 
services is dependent in whole or in part 
upon 

(A) the use to be made thereof or the 

benefit to be derived therefrom, 

(B) production or sales of goods or 

services, or 

(C) profits, 


but not including a payment made for 
services performed in connection with the 
sale of property or the negotiation of a 
contract, 


(iv) made pursuant to an agreement 
between a person resident in Canada and 
a non-resident person under which the 
non-resident person agrees not to use or 
not to permit any other person to use any 
thing referred to in subparagraph (i) or 
any information referred to in sub- 
paragraph (ii), or 

(v) that was dependent upon the use of or 
production from property in Canada 
whether or not it was an instalment on 
the sale price of the property, but not 
including an instalment on the sale price 
of agricultural land, 

but not including 


(vi) a royalty or similar payment on or in 
respect of a copyright, 

(vii) a payment in respect of the use by a 
railway company of railway rolling stock 
as defined in the definition “rolling 
stock” in section 2 of the Railway Act, 


Ne Se ER ee ee eae ae eee ed 
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Timber 


royalties 


_ Alimony 


Patronage 
dividend 


Pension 


benefits 


(viii) a payment made under a bona fide 
cost-sharing arrangement under which the 
person making the payment shares on a 
reasonable basis with one or more non- 
resident persons research and _ devel- 
Opment expenses in exchange for an 
interest in any or all property or other 
things of value that may result therefrom, 
(ix) a rental payment for the use of or the 
right to use outside Canada any corporeal 
property, or 

(x) any payment made to a person with 
whom the payer is dealing at arm’s 
length, to the extent that the amount 
thereof is deductible in computing the 
income of tke payer under Part I from a 
business carried on by him in a country 
other than Canada; 


(¢) a timber royalty (which, for the 
purposes of this Part, includes any 
consideration for a right under or pursuant 
to which a right to cut or take timber from a 
timber limit in Canada is obtained or 
derived, to the extent that such considera- 
tion is dependent upon, or computed by 


‘reference to, the amount of timber cut or 


taken); 
(f) alimony or other payment for the 
Support of a spouse or former spouse, 
children of the marriage, or both the spouse 
and children of the marriage; 
(g) a patronage dividend, that is, a payment 
made pursuant to an allocation in propor- 
tion to patronage as defined by sec- 
tion 135 or an amount that would, under 
subsection 135(7), be included in com- 
puting the non-resident person’s income if 
he were resident in Canada; 
(h) a payment of a superannuation or pen- 
sion benefit, other than 
(i) a pension or supplement under the Old 
Age Security Act or a similar payment 
under a law of a province, 
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Subsection 212(1) 


(e). Paragraph 106(1)(da) 


(f). Paragraph 106(1)(e) 


(g). Paragraph 106(1)(/) 


(h). New 


} ovincial per 
defined in section 3 of that Roopa. 
(iii) the amount of any social assistance "e . 
payment made on a means or a needs 
test basis, 
(A) by a registered Canadian charitable 
: organization, or 
aes \ (B) under a prescribed program pro- 
; vided for by an Act of the Parliament 
of Canada or a law of a province, or 
(iv) in the case of a payment described in 
section 57, such portion thereof as 
would, by virtue of that section, not be 
included in the recipient’s income for the 
taxation year in which it was received, if 
he were resident in Canada throughout 
that year, 


except such portion, if any, of the payment 
as may reasonably be regarded as attributa- 
ble to services rendered by the person, to or 
in respect of whom the payment is made, in 
taxation years at no time during which he 
was resident or employed in Canada; 


(i) a payment of a benefit under the (i). New 
Canada Pension Plan or a provincial pension 

plan as defined in section 3 of that Act, 

except to the extent of the lesser of 


(i) the amount of the payment, and 
(ii) the amount, if any, by which $1,290 
exceeds the aggregate of all such payments 
made to the non-resident person 
(A) in the year in which the payment 
was made, and 
(B) before the payment was made; 


(7) a payment of any allowance or benefit (7). New 
described in any of subparagraphs 56(1 Xa) 

(ii) to (v); 

(k) a payment by a trustee under a registered (k). New 


supplementary unemployment benefit plan; 


{ 


if 
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i, 
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Registered 

‘retirement 
savings 
plan 
payments 


Deferred 
profit 


sharing plan 


payments 


_ Income- 


averaging 


- annuity 
— contract 
payments 


_ Other 
- annuity 
- payments 


Tax 
on 


- dividends 


Where 
degree of 
Canadian 
ownership 


(/) a payment under a registered retirement 
savings plan that would, if the non-resident 
person had been resident in Canada through- 
out the taxation year in which the payment 
was made, be required by section 146 to be 
included in computing his income for the 
year; 

(m) a payment under a deferred profit 
sharing plan that would, if the non-resident 
person had been resident in Canada through- 
out the taxation year in which the payment 
was made, be required by section 147 to be 
included in computing his income for the 
year, 

(n) a payment under an income-averaging 
annuity contract or any proceeds of the 
surrender, cancellation, redemption, sale or 
other disposition of an income-averaging 
annuity contract; or 


(0) an annuity payment not described in 
any other paragraph of this subsection, to 
the extent of the portion thereof that, if the 
non-resident person had been resident in 
Canada throughout the taxation year in 
which the payment was made, 


(i) would be required to be included in 
computing his income for the year, and 
(ii) would not be deductible in computing 
that income. 

(2) Every non-resident person shall pay an 
income tax of 25% on every amount that a 
corporation resident in Canada pays or credits, 
or is deemed by Part I to pay or credit, to him 
as, On account or in lieu of payment of, or in 
satisfaction of a taxable dividend or capital 
dividend. 


(3) Notwithstanding subsection (2), where 
the corporation referred to in that subsection 
has a degree of Canadian ownership in the 
taxation year of the corporation during which 
the dividend is so paid or credited to the 
non-resident person referred to therein, the tax 
payable by the non-resident person on the 
amount referred to therein is the percentage of 
that amount that is equal to the percentage at 
which the non-resident person would otherwise 
be taxed on that amount by virtue of subsec- 
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(2). Subsection 106(1a), modified 


(3). Subsection 106(1b), modified 


(7). New 


(m). New 


(n). New 


(o). New 


““Manage- 
ment or ad- 
ministration 
fee or 
charge”’ 


Motion 
picture 
films 


Idem for 
provincial 
bonds and 
dividends 
from 
wholly- 
owned 
subsi- 
diaries 


tion (2) and any other law of Canada other 
than this Act, minus 5%. 


(4) For the purpose of paragraph (1)(a), 
“management or administration fee or charge” 
does not include any amount paid or credited 
or deemed by Part I to have been paid or 
credited to a non-resident person as, on account 
or in lieu of payment of, or in satisfaction of, 


(a) a service performed by the non-resident 
person if, at the time he performed the 
service 
(i) the service was performed in the or- 
dinary course of a business carried on by 
him that included the performance of 
such a service for a fee, and 
(ii) the non-resident person and the payer 
were dealing with each other at arm’s 
length, or 
(b) a specific expense incurred by the non- 
resident person for the performance of a 
service that was for the benefit of the payer, 


to the extent that the amount so paid or 
credited was reasonable in the circumstances. 


(5) Every non-resident person shall pay an 
income tax of 25% on every amount that a 
person resident in Canada pays or credits, or is 
deemed by Part I to pay or credit, to him as, on 
account or in lieu of payment of, or in 
satisfaction of, payment for a right in or to the 
use of 


(az) motion picture films, or 


(b) films or video tapes for use in con- 
nection with television that have been or are 
to be used or reproduced in Canada. 


(6) Where an amount described by sub- 
section (1) relates to interest on bonds or other 
obligations of or guaranteed by Her Majesty in 
right of a province or interest on bonds or other 
obligations provision for the payment of which 
was made by a statute of a provincial legisla- 
ture, the tax payable under subsection (1) is 
5% of that amount. 


soe : ; Pa oe a i 5m 
Subsection 212(3) 


(4). Subsection 106(1c) 


(5). Subsection 106(2), modified 


(6). Subsection 106(3) 


jpegs Liat Sede ot: 
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(7) Subsection (6) does not apply to in- (7). Subsection 106(3a) 
terest on any bond or other obligation 
described therein that was issued after De- 
cember 20, 1960, except any such bond or 
other obligation for the issue of which arrange- 
ments were made on or before that day with a 
dealer in securities, if the existence of the 
arrangements for the issue of the bond or other 
obligation can be established by evidence in 
writing given or made on or before that day. 


_ Bonds (8) For the purposes of this Part, where any (8). Subsection 106(3b) 
a alg bond, except a bond to which clause 

December (1)(b)(ii)(C) applies, was issued after December 

4 20, 1960 20, 1960 in exchange for a bond issued on or 
exchange before that day, it shall, if the terms on which 
; eee the bond for which it was exchanged was issued 
: conferred upon the holder thereof the right to 
make the exchange, be deemed to have been 


issued on or before December 20, 1960. 


LTS eg 


Exemptions (9) No tax is payable under paragraph (1)(c) (9). Subsection 106(4), modified 
; on an amount paid or credited to a non-resident 

person as income of or from a trust if it may 

reasonably be regarded as having been derived 

from 


(a) dividends (other than taxable dividends 
or capital dividends) or interest received by 
the trustee from a non-resident-owned in- 
vestment corporation, or 
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(b) amounts received in respect of copyright 
in a book, music, an article in a periodical, 
a newspaper syndicated article, picture, 
comics or any Other newspaper or periodical 
feature used or to be used in Canada, 


ee 


on which no tax would have been payable 
under this Part if they had been paid by the 
non-resident-owned investment corporation or 
person paying the amounts in respect of copy- 
right to the non-resident person instead of to 
the trustee. 
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(10) Where all the beneficiaries of a trust 


beneficiaries octablished before 1949 reside, during a taxa- 


residing 
outside of 
Canada 


Payment 
toa 
beneficiary 
as income 
of trust 


Deemed 
payments 
to spouse, 
etc, 


Rent 


Certificate 
of 
exemption 


tion year, in one country other than Canada 
and all amounts included in computing the 
income of the trust for the taxation year were 
received from persons resident in that country, 
no tax is payable under paragraph (1)(c) on an 
amount paid or credited in the taxation year to 
a beneficiary as income of or from the trust. 


(11) Where an amount has been paid or 
credited by a trust or estate to a beneficiary or 
other person beneficially interested therein 
(otherwise than on a distribution or payment of 
capital) it shall, regardless of the source from 
which the trust or estate derived it, be deemed, 
for the purpose of paragraph (1)(c).and without 
limiting the generality thereof, to have been 
paid or credited as income of the trust or 
estate. 


(12) Where by virtue of subsection 56(4) or 
section 74 or 75 there is included in computing 
a taxpayer’s income under Part I for a taxation 
year an amount paid or credited to a non- 
resident person in the year, no tax is payable 
under this section on that amount. 


(13) For the purposes of this section where 
a non-resident person pays or credits rent for 
the use in Canada of property, he shall be 
deemed in respect of that payment to be a 
person resident in Canada. 


(14) The Minister may, upon application, 
issue a certificate of exemption to any non- 
resident person who establishes to the satis- 
faction of the Minister that 


(a) an income tax is imposed under the laws 
of the country of which he is a resident; 


(b) he is exempt under the laws referred to 
in paragraph (a) from the payment of 
income tax to the government of the coun- 
try of which he is a resident; and 


Section212 
(10). Subsection 106(5) 


(11). Subsection 106(6) 


(12). Subsection 106(7) 


(13). Subsection 106(8) 


(14). Subsection 106(9), modified 


alt 


- Subsection 212(14) 


(c) he is ; ; 
-(i)a person who is or would be, if he 
were resident in Canada, exempt from tax 
under section 149, or 
(ii) a trust or corporation established or 
incorporated solely in connection with, 
or for the administration of, an em- 
ployees’ superannuation or pension fund 
or plan. 


Be, 


- Tax non- 213. (1) Tax is not payable by a non- 213. (1). Subsection 107(1) 


‘ hae resident person under subsection 212(2) on a 


non-resident dividend in respect of a share of the capital 


oo stock of a foreign business corporation if not 
. less than 90% of the aggregate of the amounts 
4 received or receivable by it that are required to 
7% be included in computing its income for the 


taxation year in which the dividend was paid 
was received or receivable in respect of the 
operation by it of public utilities or from 
mining, transporting and processing of ore in a 
country in which 


(a) if the non-resident person is an indi- 
vidual, he resides, or 

. (b) if the non-resident person is a corpora- 
| tion, individuals who own more than 50% of 
its share capital (having full voting rights 
under all circumstances) reside. 


(2) For the purposes of this section, if 90% (2), Subsection 107(2) 
of the aggregate of the amounts received or 
receivable by a corporation that are required to 

be included in computing its income for a 

taxation year was received or receivable in 

respect of the operation by it of public utilities 

i or from the mining, transporting and processing 

4 of ore, an amount received or receivable in that 

q year from that corporation by another corpora- 

tion shall, if it is required to be included in 

P computing the receiving corporation’s income 

| for the year, be deemed to have been received 

by the receiving corporation in respect of the 

operation by it of public utilities or from the 

mining, transporting and processing of ore by it 

in the country in which the public utilities were 

operated or the mining, transporting and 

processing of ore was carried out by the payer 

corporation. 


No 
deductions 


Income and 
capital 
combined 


Deemed 
to be 
dividend 


Securities 


Interpreta- 
tion 


(3) For the purposes of this section, a 
corporation shall be deemed to be a foreign 
business corporation at a particular time if it 
would have been a foreign business corporation 
within the meaning of section 71 of this Act (as 
that section read in its application to the 1971 
taxation year) for the taxation year of the 
corporation in which the particular time oc- 
curred, if that section had been applicable to 
that taxation year. 


214. (1) The tax payable under section 212 
is payable on the amounts described therein 
without any deduction from those amounts 
whatever. 


(2) Where subsection 16(1) would, if Part I 
were applicable, require a part of a payment to 
be included in computing the recipient’s in- 
come because it can reasonably be regarded as a 
payment of interest, that part of the payment 
shall, for the purpose of this Part, be deemed to 
have been a payment of interest. 


(3) Where section 15 or subsection 56(2) 
would, if Part I were applicable, require an 
amount to be included in computing a share- 
holder’s income, that amount shall, for the 
purpose of this Part, be deemed to have been 
paid to the shareholder as a dividend. 


(4) Where, if section 76 were applicable in 
computing a non-resident person’s income, that 
section would require an amount to be included 
in computing his income, that amount shall, for 
the purpose of this Part, be deemed to have 
been, at the time he received the security, right, 
certificate or other evidence of indebtedness, 
paid to him on account of the debt in respect 
of which he received it. 


(S) Subsection (4) is enacted for greater 
certainty and shall not be construed as limiting 
the generality of the other provisions of this 
Part defining amounts on which tax is payable. 


. 5 ae 


512 
Section 213 
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214. (1). Subsection 108(1) 


(2). Subsection 108(3) 


(3). Subsection 108(5), modified 


(4). Subsection 108(7) 


(S). Subsection 108(8) 
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(6) The Governor in Council may make 
general or special regulations, for the purposes 
of this Part, prescribing 

(a) who is or has been at any time resident 

in Canada, 


*s * 
Regulations 
_ respecting 
residents 


(b) where a person was resident in Canada 
as well as in some other place, what amounts 
are taxable under this Part, and 

(c) where a non-resident person carried on 
business in Canada, what amounts are 
taxable under this Part or what portion of 
the tax under this Part is payable by that 


person. 

_ Deduction 215. (1) When a person pays Or credits or is 
4q Be me nt deemed to have paid or credited an amount on 
of tax which an income tax is payable under this Part, 
4 he shall, notwithstanding any agreement or any 
4 law to the contrary, deduct or withhold there- 
e from the amount of the tax and forthwith 
7 remit that amount to the Receiver General of 
4 Canada on behalf of the non-resident person on 
4q account of the tax and shall submit therewith a 
‘ statement in prescribed form. 

4 Idem (2) Where an amount on which an income 
: | tax is payable under this Part is paid or credited 
: by an agent or other person on behalf of the 


debtor either by way of redemption of bearer 
coupons or warrants or otherwise, the agent or 
other person by whom the amount was paid or 
credited shall, notwithstanding any agreement 
or law to the contrary, deduct or withhold and 
remit the amount of the tax and shall submit 
therewith a statement in prescribed form as 
required by subsection (1) and shall thereupon, 
for purposes of accounting to or obtaining 
reimbursement from the debtor, be deemed to 
have paid or credited the full amount to the 
person otherwise entitled to payment. 


he ri eS a Rea Tepe No 


hae ie TY 


: 
: 


(3) Where an amount on which an income 
tax is payable under this Part was paid or 
credited to an agent or other person for 
or on behalf of the person entitled to pay- 
ment without the tax having been withheld 
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215. (1). Subsection 109(1) 


(2). Subsection 109(2) 


(3). Subsection 109(3) 


Exception 


Regulations 
reducing 
amount to 
be deducted 
or withheld 


Liability 
for tax 


or deducted under subsection (1), the agent 
or other person shall, notwithstanding any 
agreement or law to the contrary, deduct 
or withhold therefrom the amount of the tax 
and forthwith remit that amount to the Re- 
ceiver General of Canada on behalf of the 
person entitled to payment in payment of the 
tax and shall submit therewith a statement in 
prescribed form, and he shall thereupon, for 
purposes of accounting to the person entitled 
to payment, be deemed to have paid or credited 
that amount to him. 


(4) The Governor in Council may make 
regulations with reference to any non-resident 
person or class of non-resident person who 
carries on business in Canada, providing that 
subsections (1), (2) and (3) are not applicable to 
amounts paid to or credited to him and requir- 
ing him to file an annual return on a prescribed 
form and to pay the tax imposed by this Part 
within a time limited in the regulations. 


(S) The Governor in Council may make 
regulations with reference to any non-resident 
person or class of non-resident person to 
whom any amount is paid or credited as, on 
account or in lieu of payment of, or in 
satisfaction of any amount described in any of 
paragraphs 212(1\h) to (m), reducing the 
amount otherwise required by subsections (1) 
to (3) to be deducted or withheld from the 
amount so paid or credited. 


(6) Where a person has failed to deduct or 
withhold any amount as required by this 
section from an amount paid or credited or 
deemed to have been paid or credited to a 
non-resident person, that person is liable to pay 
as tax under this Part on behalf of the 
non-resident person the whole of the amount 
that should have been deducted or withheld, 
and is entitled to deduct or withhold from any 
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(4). Subsection 109(4) 


(S). New 


(6). Subsection 109(5) 
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resident person or otherwise recover from the 


> Lagan: 


paid or credited by him to the non- 


non-resident person any amount paid by him as 
tax under this Part on behalf thereof. 


216. (1) Where an amount has been paid 
during a taxation year to a non-resident person 
as, On account or in lieu of payment of, or in 
satisfaction of, rent on real property in Canada 
or a timber royalty, he may, within 2 years 
from the end of the taxation year, file a return 
of income under Part I in the form prescribed 
for a person resident in Canada for that 
taxation year and he shall, without affecting his 


liability for tax otherwise payable under Part I, 


thereupon be liable, in lieu of paying tax under 
this Part on that amount, to pay tax under Part 
I for that taxation year as though 


(a) he were a person resident in Canada and 
were not exempt from tax under section 
149, 


(b) his interest in real property in Canada or 
timber limits in Canada were his only source 
of income, and 


(c) he were not entitled to any deduction 
from income for the purpose of computing 
taxable income. 


(2) Where a non-resident person has filed a 
return of income under Part I as permitted by 
this section, the amount deducted under this 
Part from rent payments to him or from timber 
royalties paid to him and remitted to the 
Receiver General of Canada shall be deemed to 
have been paid on account of tax under this 
section and any portion of the amount so 
remitted to the Receiver General of Canada in a 
taxation year in excess of the tax under this 
section for the year shall be refunded to him. 


. ete Se 215(6) 


216. (1). Subsection 110(1) 


(2). Subsection 110(2) 


Idem (3) Part I is applicable mutatis mutandis to 
payment of tax under this section. 


Optional (4) Where a non-resident person has filed 

method of with the Minister an undertaking in prescribed 

payment 
form to file a return of income under Part I for 
a taxation year as permitted by this section but 
within 6 months from the end of the taxation 
year, a person who is otherwise required by 
subsection 215(3) to remit in the year an 
amount to the Receiver General of Canada in 
payment of tax on rent on real property or in 
payment of tax on a timber royalty may elect, 
by virtue of this section, not to remit under 
that subsection but if he does so elect 


(a) he shall, when any amount is available 
out of the rent or royalty received for 
remittance to the non-resident person, 
deduct therefrom 25% thereof and remit the 
amount deducted to the Receiver General of 
Canada on behalf of the non-resident person 
on account of the tax under this Part, and 
(b) he shall, if the non-resident person 
(i) does not file a return for the taxation 
year in accordance with the undertaking 
filed by him with the Minister, or 
(ii) does not pay the tax he is liable to 
pay for the taxation year under this 
section within the time limited for pay- 
ment, 


pay to the Receiver General of Canada, upon 
the expiration of the time for filing or 
payment, as the case may be, the full 
amount that he would otherwise have been 
required to remit in the year minus the 
amounts that he has remitted in the year 
under paragraph (a). 


Disposition (5) Where a non-resident person has filed a 


i earn return of income under Part I for a taxation 


interest year aS permitted by this section and has, in 
Bee ay or Computing his income under Part I for that 
timber limit year, deducted an amount under paragraph 


20(1)(a) in respect of real property in Canada 
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(5). Subsection 110(5) 
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Saving 
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or a timber limit in Canada, he shall, within the 


time prescribed by section 150 for filing a 
return of income under Part I, file a return 
of income under Part I, in the form prescribed 
for a person resident in Canada, for any 
subsequent taxation year in which that real 
property or timber limit or any interest therein 
is disposed of, within the meaning of section 
13, by him, and he shall, without affecting his 
liability for tax otherwise payable under Part I, 
thereupon be liable, in lieu of paying tax under 
this Part on any amount paid to him or deemed 
by this Part to have been paid to him in that 
subsequent taxation year in respect of any 
interest of that person in real property in 
Canada or timber limits in Canada, to pay tax 
under Part I for that subsequent taxation year 
as though 

(a) he were a person resident in Canada, 

(b) his interest in real property in Canada or 

timber limits in Canada were his only source 

of income, and 

(c) he were not entitled to any deduction 

from income in computing his taxable 

income. 


(6) Subsection (5) does not apply to require 
a non-resident person to file a return of income 
under Part I for a taxation year unless, by filing 
that return, there would be included in com- 
puting his income under Part I for that year an 
amount by virtue of subsection 13(1). 


(7) Where, by virtue of subsection (5), a 
non-resident person is liable to pay tax under 
Part I for a taxation year, for greater certainty 
section 61 is not applicable in computing his 
income for the year. 
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(6). Subsection 110(6) 


(7). New 


- 


Election 217. Where by virtue of paragraphs 217. New 
saat 212(1)(h) to (m) a non-resident person would 
payments otherwise be liable to pay tax under this Part 

on one or more amounts paid or credited to 

him in a taxation year and that person has, 

within 6 months after the end of the year, filed 

a return of income under Part I for the year and 


so elected therein, the following rules apply: 


(a2) notwithstanding subsection 212(1), no 
tax under this Part is payable by him on 
those amounts; and 


(b) notwithstanding section 115, for the 
purposes of computing his taxable income 
earned in Canada for the year, 
(i) there shall be added to the aggregate 
of the amounts determined under sub- 
paragraphs 115(1)(a)(i) to (v) in respect 
of that person the aggregate of amounts 
each of which is an amount paid or 
credited to the non-resident person in the 
year on which he would, by virtue of 
paragraphs 212(1)(h) to (m), be liable to 
pay tax under this Part if 
(A) paragraph 212(1)(h) were read 
without reference to subparagraph (i) 
thereof, and 
(B) the reference in sub-paragraph 
212(1 iii) to “$1,290” were read as 
a reference to “‘nil’’, 
(ii) there may be deducted such of the 
amounts permitted by section 109 as 
would, if he had been resident in Canada 
throughout the year, have been deduct- 
ible from his income for the year for the 
purpose of computing taxable income, 
and 
(iii) section 115 shall be read as if the 
reference therein to “the aggregate of 
such of the deductions from income 
permitted for the purpose of computing 
taxable income” were read as a reference 
to “‘the aggregate of such of the deduc- 
tions from income (other than under 
section 109) permitted for the purpose of 
computing taxable income”’. 
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218. (1) For the purposes of this Act, 218. (1). Subsection 110A(1) 
where)?" 
(a) a non-resident corporation (in this sec- 
tion referred to as the “parent corporation’’) 
is indebted to 
(i) a person resident in Canada, or 
(ii) a non-resident insurance corporation 
carrying on business in Canada, 


(in this section referred to as the “creditor’’) 
i under an arrangement whereby the parent 
corporation is required to pay interest in 
Canadian currency, and : 

(b) the parent corporation has loaned the 
money in respect of which it is so indebted, 
or a part thereof, to a subsidiary wholly- 
owned corporation resident in Canada whose 
principal business is the making of loans (in 
this section referred to as the “subsidiary 
corporation”) under an arrangement where- 
by the subsidiary corporation is required to 
j repay the loan to the parent corporation 
a with interest at the same rate as is payable 
by the parent corporation to the creditor, 


- sidiary 


i 


A the amount so loaned by the parent corpora- 

| tion to the subsidiary corporation shall be 
deemed to have been borrowed by the parent 
corporation as agent of the subsidiary corpora- 
tion and interest paid by the subsidiary cor- 
poration to the parent corporation that has 
been paid by the parent corporation to the 
creditor shall be deemed to have been paid by 
the subsidiary corporation to the creditor and 
not by the subsidiary corporation to the parent 
corporation or by the parent corporation to the 
creditor. 

Idem (2) Where a parent corporation has loaned (2), Subsection 110A(2) 
money to a subsidiary wholly-owned corpora- 
tion resident in Canada whose principal busi- 


’ ness is not the making of loans and the money 
has been loaned by that corporation to a 

q subsidiary corporation wholly-owned by it and 

’ resident in Canada whose principal business is 

4 the making of loans, the loan by the parent 


corporation shall be deemed, for the purpose of 
subsection (1), to have been a loan to a 
subsidiary wholly-owned corporation whose 
principal business is the making of loans. 


Election 


Application 
of election 


Additional 
tax 


(3) This section does not apply in respect of 
any payment of interest unless the parent 
corporation and the creditor have executed, 
and filed with the Minister, an election in 
prescribed form. 


(4) An election filed under subsection (3) 
does not apply in respect of any payment of 
interest made more than 12 months before the 
date on which the election was filed with the 
Minister. 


PART XIV 


ADDITIONAL TAX ON CORPORATIONS 
(OTHER THAN CANADIAN CORPORA- 
TIONS) CARRYING ON BUSINESS IN 
CANADA 


219. (1) Every corporation carrying on 
business in Canada at any time in a taxation 
year (other than a corporation that was, 
throughout the year, a Canadian corporation) 
shall, on or before the day on or before which 
it is required to file a return of income under 
Part I for the year, pay a tax under this Part for 
the year equal to 25% of the amount by which 
the aggregate of 


(a) the corporation’s amount taxable (with- 
in the meaning given that expression in 
section 123) for the taxation year, 


(b) the amount claimed by the corporation 
under paragraph (h) for the immediately 
preceding taxation year, and 


(c) where the corporation was resident in 
Canada at any time in the year, the amount 
claimed under paragraph (b) for the imme- 
diately preceding taxation year, 

exceeds the aggregate of, 


(d) where the corporation was, throughout 

the year, not resident in Canada, the lesser 

of 
(i) the amount, if any, by which the 
aggregate of amounts each of which is a 
taxable capital gain of the corporation for 
the year from a disposition of a taxable 
Canadian property that was not property 
used in the year in, or held in the year in 
the course of, carrying on business in 
Canada, exceeds the aggregate of amounts 
each of which is an allowable capital loss 
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219. (1). Subsection 110B(1), modified 
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Subsection 219(1) 


of the corporation for the year from a 
disposition of any such property, and 

(ii) the amount that would be determined 
under subparagraph (i) for the year if it 
; were read without reference to the 
expression “that was not property used in 
i the year in, or held in the year in the 
7 


course of, carrying on _ business in 
Canada’’, 


(e) the tax payable by it under Part I for 
the year less, where the corporation was, at 
no time in the year, resident in Canada, that 
] proportion thereof that the amount deter- 
mined under paragraph (d) in respect of the 
corporation for the year is of the corpora- 


: 

4 tion’s amount taxable for the year, 

; (f) any income taxes payable by it to the 
government of a province in respect of the 
4 


year (to the extent that such taxes were not 
x deductible under Part I in computing its 
income for the year from businesses carried 
on by it in Canada) less, where the corpora- 
tion was, at no time in the year, resident in 
Canada, that proportion thereof that the 
amount determined under paragraph (d) in 
respect of the corporation for the year is of 
the corporation’s amount taxable for the 
? year, 


a a eT ee See ee ore ee ee 


i (g) where the corporation was resident in 
: Canada at any time in the year 

(i) the amount deducted under section 
| 126 from the tax for the year otherwise 
4 payable by the corporation under Part I, 
, and 
(ii) 1/2 of the lesser of the corporation’s 
taxable income for the year and the 
amount, if any, by which 


aes ia 
Subsection 219(1) 


(A) the aggregate of such of its in- 
comes for the year from businesses or 
properties and its taxable capital gains 
for the year from dispositions of 
property as were from sources in 
countries other than Canada 


exceeds 


(B) the aggregate of such of its losses 
for the year from businesses or proper- 
ties and its allowable capital losses for 
the year from dispositions of property 
as were from sources in countries 
other than Canada, 


(h) where the corporation was, at the end of 
the year, carrying on business in Canada, 
such amount as the corporation may claim 
for the year, not exceeding the amount 
prescribed to be its allowance for the year in 
respect of its investment in property in 
Canada, and 
(i) where the corporation was resident in 
Canada at any time in the year, such amount 
as the corporation may claim for the year, 
not exceeding the amount, if any, by which 
(i) the aggregate of dividends paid by it 
after it last became resident in Canada, 
while it was resident in Canada and 
before the end of the year 


exceeds 


(ii) the aggregate of amounts determined 
under subparagraph (g)(ii) in respect of 
the corporation for taxation years ending 
after it last became resident in Canada 
and not later than the end of the year. 


Exempt (2) No tax is payable under this Part fora (2). Subsection 110B(2), modified 
tone, taxation year by a corporation that was, 
throughout the year, 
(a) a bank, 
(b) a corporation whose principal business 
was 


(i) the transportation of persons or goods, 
(ii) communications, or 
(iii) mining iron ore in Canada, or 


a (c) a corporation exempt from tax under 
Bee section 149, 

I ovisions (3) Sections 150 to 167, except sections 
appicable 153, 155, 156 and 160, are applicable mutatis 
mutandis to this Part. 


_Non- (4) No tax is payable under subsection (1) 
: Biscis for a taxation year by a non-resident insurer, 


but where it elects, in prescribed manner and 
within the prescribed time, .to deduct, in 
computing its Canadian investment fund as of 
the end of the immediately following taxation 
year, an amount not greater than the amount, if 
any, by which 

(a) the amount of its Canadian investment 

fund as of the end of the year 


exceeds 


(b) the amount, as determined for the 
purposes of the relevant authority, of such 
of the insurer’s liabilities (other than liabili- 
4g ties in respect of amounts payable out of 
yi _ segregated funds) as of the end of the year as 
ey, may reasonably be regarded to have been 
i incurred by it in the course of carrying on 
4 Ss its insurance businesses in Canada, 

it shall, on or before the day on or before 
which it is required to file a return under Part I 
( for the year, pay a tax for the year equal to 
g 25% of the amount it has so elected to deduct. 


a] 


“Additional (S) In addition to any tax payable by it 
ae under subsection (4), a non-resident insurer 
_ insurer shall, on or before the day on or before which 
4 it is required to file a return under Part I fora 
taxation year, pay a tax for the year equal to 


25% of the amount, if any, by which 


a (a) the amount of its Canadian investment 
4 fund as of the end of the year 

Fr exceeds 

4 (b) the greater of the value, as of the end of 
. the year, of the Canadian assets owned by it 
4 at that time and the value, as of a time not 
2 later than the day on or before which the 


insurer is required to file a return under Part 
I for the year, of the Canadian assets owned 
by it at that time. 


(6) Where a non-resident insurer has made 
an election under subsection 138(9) in respect 
of a taxation year, no tax is payable by it under 


- Subsection 219(2) 


(3). Subsection 110B(3) 


(4). Subsection 110B(4), modified 


(5). Subsection 110B(5), modified 


(6). Subsection 110B(6), modified 


Definitions 


**Canadian 
asset”? and 
“Canadian 
investment 
fund” 


“Property 
used’’, etc., 
in carrying 
on business 
in Canada 


“Relevant 
authority”’ 


“Segregated 
fund”’ 


*Value”’ 


subsection (4) or (5) for the year or the 
immediately preceding taxation year but the 
insurer shall, on or before the day on or before 
which it is required to file a return under Part I 
for the year, pay a tax for the year equal to 
25% of the amount, if any, by which the 
amount that would, if the insurer had not so 
elected, be the insurer’s Canadian investment 
fund as of the end of the year exceeds the 
value, as of the end of the year, of property of 
the insurer used by it in the year in, or held by 
it in the year in the course of, carrying on its 
insurance businesses in Canada. 


(7) In this Part, 


(a) “Canadian asset” and “Canadian invest- 
ment fund’? have the meanings prescribed 
for those expressions; 


(b) “property used in the year in, or held 
in the year in the course of” carrying on 
business in Canada has, where applicable, the 


meaning assigned by subsection 138(12); 
(c) ‘relevant authority” has the meaning 


given that expression in subsection 138(12); 


(d) “segregated fund” has the meaning given 
that expression in subsection 148(1); and 
(e) “value’’, 
(i) in relation to land other than depre- 
ciable property means the capital cost 
thereof to the owner, 
(ii) in relation to depreciable property 
means the undepreciated capital cost, as 
defined in subsection 13(21), of such 
property to the owner, and 
(iii)in relation to any property not 
described in subparagraph (i) or (ii), 
means, 
(A) where the owner is a life insurer 
resident in Canada, the value thereof 
as determined for the purposes of the 
relevant authority, and 


yee es 
Subsection 219(6) 


(7). Subsection 110B(7), modified 
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om as it weal ae been determined for — 


pe the purposes of the relevant authority 
7 if the owner had been a life insurer 
resident in Canada and registered 
o under the Canadian and British In- 
surance Companies Act to carry on an 
insurance business in Canada. 


PART XV 


ADMINISTRATION AND ENFORCEMENT 


Administration 


220. (1) The Minister shall administer and 
enforce this Act and control and supervise 
all persons employed to carry out or enforce 
this Act and the Deputy Minister of National 
Revenue for Taxation may exercise all the 
powers and perform the duties of the Mi- 
nister under this Act. 


(2) Such officers, clerks and employees 
as are necessary to administer and enforce 
this Act shall be appointed or employed in 
the manner authorized by law. 


(3) The Minister may at any time extend 
the time for making a return under this Act. 


(4) The Minister may, if he considers it 
advisable in a particular case, accept security 
for payment of taxes by way of mortgage 
or other charge of any kind whatever on 
property of the taxpayer or any other person 
or by way of guarantee from other persons. 


(5) Any officer or servant employed in 
connection with the administration or en- 
forcement of this Act, if he is designated 
by the Minister for the purpose, may, in 
the course of his employment, administer 
oaths and take and receive affidavits, de- 
clarations and affirmations for the purposes 
of or incidental to the administration or en- 
forcement of this Act or regulations made 
thereunder, and every officer or servant so 
designated has for such purposes all the powers 
of a commissioner for administering oaths 
or taking affidavits. 
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220. (1). Subsection 116(1) 


(2). Subsection 116(2) 


(3). Subsection 116(3) 


(4). Subsection 116(4) 


(5). Subsection 116(5) 


221. (1) The Governor in Council may 221. (1). Subsection 117(1), modified 
make regulations | fife 


(a) prescribing anything that, by this Act, is 
to be prescribed or is to be determined or 
regulated by regulation, 

(b) prescribing the evidence required to 
establish facts relevant to assessments under 
this Act, . 


(c) to facilitate the assessment of tax where 
deductions or exemptions of a taxpayer have 
changed in a taxation year, 


(2) requiring any class of persons to make 
information returns respecting any class of 
information required in connection with 
assessments under this Act, 

(e) requiring a person who is, by a regula- 
tion made under paragraph (d), required to 
make an information return to supply a 
copy of the information return or of a 
prescribed portion thereof to the person or 
persons in respect of whose income the 
information return or portion thereof re- 
lates, 


(f) authorizing a designated officer or class 
of officers to exercise powers or perform 
duties of the Minister under this Act, 


(g) providing for the retention by way of 
deduction or set off of the amount of a 
taxpayer’s income tax or other indebtedness 
under this Act out of any amount or 
amounts that may be or become payable by 
Her Majesty to him in respect of salary or 
wages, 
(h) defining the classes of persons who may 
be regarded as dependent for the purposes of 
this Act, 
(i) defining the classes of non-resident 
persons who may be regarded for the pur- 
poses of this Act 
(i) as a spouse supported by a taxpayer, 
or 


ee 
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Publication 


Debts 


to Her 
Majesty 


Certificates 


Judgments 


(ii) as a person dependent or wholly 
dependent upon a taxpayer for support, 
and specifying the evidence required to 
establish that a person belongs to any such 
class, and 


(7) generally to carry out the purposes and 
provisions of this Act. 


(2) No regulation made under this Act has 
effect until it has been published in the Canada 
Gazette but, when so published, a regulation 
shall, if it so provides, be effective with 
reference to a period before it was published. 


Collection 


222. All taxes, interest, penalties, costs and 
other amounts payable under this Act are debts 
due to Her Majesty and recoverable as such in 
the Federal Court of Canada or any other court 
of competent jurisdiction or in any other 
manner provided by this Act. 


223. (1) An amount payable under this Act 
that has not been paid or such part of an 
amount payable under this Act as has not been 
paid may be certified by the Minister 

(a) where there has been a direction by the 

Minister under subsection 158(2), forthwith 

after such direction, and 

(b) otherwise, upon the expiration of 30 

days after the default. 


(2) On production to the Federal Court of 
Canada, a certificate made under this section 
shall be registered in the Court and when 
registered has the same force and effect, and all 
proceedings may be taken thereon, as if the 
certificate were a judgment obtained in the said 
Court for a debt of the amount specified in the 
certificate plus interest to the day of payment 
as provided for in this Act. 
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Subsection 221(1) 


(2). Subsection 117(2) 


222. Section 118 


223. (1). Subsection 119(1) 


(2). Subsection 119(2) 


Costs 


Garnish- 


ment 


Idem 


Idem 


Idem 


(3) All reasonable costs and charges attend- 
ant upon the registration of the certificate are 
recoverable in-like manner as if they had been 
certified and the certificate had been registered 
under this section. 


224. (1) When the Minister has knowledge 
Or suspects that a person is or is about to 
become indebted or liable to make any pay- 
ment to a person liable to make a payment 
under this Act, he may, by registered letter or 
by a letter served personally, require him to pay 
the moneys otherwise payable to that person in 
whole or in part to the Receiver General of 
Canada on account of the liability under this 
Act. 


(2) The receipt of the Minister for moneys 
paid as required under this section is a good and 
sufficient discharge of the original liability to 
the extent of the payment. 


(3) Where the Minister has, under this sec- 
tion, required an employer to pay to the 
Receiver General of Canada on account of an 
employee’s liability under this Act moneys 
Otherwise payable by the employer to the 
employee as remuneration, the requirement is 
applicable to all future payments by the em- 
ployer to the employee in respect of remunera- 
tion until the liability under this Act is satisfied 
and operates to require payments to the Re- 
ceiver General out of each payment of remu- 
neration of such amount as may be stipulated 
by the Minister in the registered letter. 


(4) Every person who has discharged any 
liability to a person liable to make a payment 
under this Act without complying with a 
requirement under this section is liable to pay 
to Her Majesty an amount equal to the liability 
discharged or the amount which he was re- 
quired under this section to pay to the Receiver 
General of Canada, whichever is the lesser. 
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Section 223 
(3). “Subsection 1 19(3) 


224. (1). Subsection 120(1) 


(2). Subsection 120(2) 


(3). Subsection 120(3) 


(4). Subsection 120(4) 
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_ (5S) Where the person who is or is about to 


become indebted or liable carries on business 
under a name or style other than his own name, 
the registered or other letter under subsection 
(1) may be addressed to the name or style 
under which he carries on business and, in the 
case of personal service, shall be deemed to 


have been validly served if it has been left with 
an adult person employed at the place of 


business of the addressee. 


(6) Where the persons who are or are about 
to become indebted or liable carry on business 
in partnership, the registered or other letter 
under subsection (1) may be addressed to the 
partnership name and, in the case of personal 
service, shall be deemed to have been validly 
served if it has been served on one of the 
partners or left with an adult person employed 
at the place of business of the partnership. 


225. (1) Where a person has failed to make 
a payment as required by this Act, the Minister, 
on giving 10 days’ notice by registered mail 
addressed to his last known place of residence, 
may, whether or not there is an objection to or 
appeal in respect of the assessment not disposed 
of, issue a certificate of the failure and direct 
that the goods and chattels of the person in 
default be seized. 


(2) Property seized under this section shall 
be kept for 10 days at the cost and charges of 
the owner and, if he does not pay the amount 
due together with the costs and charges within 
the 10 days, the property seized shall be sold 
by public auction. 

(3) Except in the case of perishable goods, 
notice of the sale setting forth the time and 
place thereof, together with a general descrip- 
tion of the property to be sold shall, a 


. reasonable time before the goods are sold, be 


published at least once in one or more news- 
papers of general local circulation. 

(4) Any surplus resulting from the sale after 
deduction of the amount owing and all costs 
and charges shall be paid or returned to the 
owner of the property seized. 
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Section 224 
(5). Subsection 120(5) 


(6). Subsection 120(6) 


225. (1). Subsection 121(1) 


(2). Subsection 121(2) 


(3). Subsection 121(3) 


(4). Subsection 121(4) 


Idem 


Taxpayer 
leaving 

Canada or 
defaulting 


Idem 


With- 
holding 
taxes 


Idem 


Idem 


Idem 


(5) Such goods and chattels of any person 
in default as would be exempt from seizure 
under a writ of execution issued out of a 
superior court of the province in which the 
seizure is made are exempt from seizure under 
this section. 


226. (1) Where the Minister suspects that a 
taxpayer is about to leave Canada, he may 
before the day otherwise fixed for payment, by 
notice served personally or by registered letter 
addressed to the taxpayer, demand payment of 
all taxes, interest and penalties for which the 
taxpayer is liable or would be liable if the time 
for payment had arrived, and the same shall be 
paid forthwith notwithstanding any other 
provision of this Act. 


(2) Where a person has failed to pay tax, 
interest or penalties demanded under this sec- 
tion as required, the Minister may direct that 
the goods and chattels of the taxpayer be seized 
and subsections 225(2) to (5) are, there- 
upon, applicable mutatis mutandis. 


227. (1) No action lies against any person 
for withholding or deducting any sum of 
money in compliance or intended compliance 
with this Act. 


(2) Every person whose’ employer is re- 
quired to deduct or withhold any amount from 
his remuneration under section 153 shall, from 
time to time as prescribed, file a return with his 
employer in prescribed form. . 


(3). Every person failing to file a form as 
required by subsection (2) is liable to have the 
deduction or withholding from his salary or 
wages under section 153 made as though he 
were an unmarried person without dependants. 


(4) Every person who deducts or withholds 
any amount under this Act shall be deemed to 
hold the amount so deducted or withheld in 
trust for Her Majesty. 
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Section 225 
(5). Subsection 121(5) 


226. (1). Subsection 122(1) 


(2). Subsection 122(2) 


227. (1). Subsection 123(1) 


(2). Subsection 123(2) 


(3). Subsection 123(3) 


(4). Subsection 123(4) 


(5) All amounts deducted or withheld by a 
_ person under this Act shall be kept separate and 
apart from his own moneys and in the event of 
any liquidation, assignment or bankruptcy the 
said amounts shall remain apart and form no 
part of the estate in liquidation, assignment or 
bankruptcy. 

(6) Where a person on whose behalf an 
amount has been paid to the Receiver General 
of Canada after having been deducted or 
withheld under Part XIII was not liable to pay 
any tax under that Part or where the amount so 
paid to the Receiver General of Canada on his 
behalf is in excess of the tax that he was liable 
to pay, the Minister shall, upon application in 
writing made within two years from the end of 
the calendar year in which the amount was 
paid, pay to him the amount so paid or such 
part thereof as he was not liable to pay, unless 
he is otherwise liable or about to become liable 
to make a payment under this Act, in which 
case the Minister may apply the amount other- 
wise payable under this subsection to that 
payment and notify him of that fact. 


(7) Where, upon application by or on behalf 
of a person to the Minister pursuant to subsec- 
tion (6) in respect of an amount paid to the 
Receiver General of Canada that was deducted 
or withheld under Part XIII, the Minister is not 
satisfied 

(a) that the person was not liable to pay any 

tax under that Part, or 

(b) that the amount paid to the Receiver 

General of Canada was in excess of the tax 

that the person was liable to pay 
the Minister shall assess that person for any 
amount payable by him under Part XIII and 
send a notice of assessment to that person, 
whereupon Divisions I and J of Part I are 
applicable mutatis mutandis. 


(8) Any person who has failed to deduct or 
withhold any amount as required by this Act or 
a regulation is liable to pay to Her Majesty 


Section 227 
(5). Subsection 123(5) 


(6). Subsection 123(7) 


(7). Subsection 123(7a), modified 


(8). Subsection 123(8), modified 


“3 person resident in Caadat or rsheuld Hee « 
3 been deducted or withheld under section 
ae 215 from an amount that has been paid toa 

me person not resident in Canada, 10% of the | Ai 
amount that should have been deducted or : ee erat ih 
withheld, and | | = 
(b) in any other case, the whole amount . 
that should have been deducted or withheld, Ree S : oe 


together with interest thereon at a prescribed 
rate per annum. ics 
(9) Every person who has failed to remit or (9). Subsection 123(9), modified ee : eee 
pay eee 
(a) an amount deducted or withheld as | SOU 
required by this Act or a regulation, or Bee. 
(6) an amount of tax that he is, by a | ean 
regulation made under subsection 215(4), eo ud aie 
required to pay, 7 | Py 
is liable to a penalty of 10% of that amount or ) eds ‘ 
$10, whichever is the greater, in addition to the 
amount itself, together with interest on the z. | +: ee 
amount at the rate per annum prescribed for ak 
the purposes of subsection (8). 


(10) The Minister may assess any person for (10). Subsection 123(10), modified 
any amount payable by that person under Part | 
XIII, this section or section 235 and, upon his 
sending a notice of assessment to that person, 
Divisions I and J of Part J are applicable mutatis 
mutandis, 


(11) Provisions of this Act requiring a per- (11). Subsection 123(11) 
son to deduct or withhold an amount in respect 
of taxes from amounts payable to a taxpayer 
are applicable to Her Majesty in right of Canada 
Or a province. 


(12) Where this Act requires an amount to - (12). Subsection 123(12) 
be deducted or withheld, an agreement by the 
person on whom that obligation is imposed not 
to deduct or withhold is void. 


Section 227 


(13) The receipt of the Minister for an (13). Subsection 123(13) 
amount withheld or deducted by any person as 
required by or under this Act is a good and 
sufficient discharge of the liability of any 
debtor to his creditor with respect thereto to 
the extent of the amount referred to in the 


i receipt. | 
Applica- (14) Parts II to IX are not applicable toany (14). New 
j ened corporation that was, at any time or for any 


to IX to period that is relevant for the purposes of any 
certain : 

| public of those Parts, a corporation exempt from tax 
_ corpo- under section 149. 

_ rations 


_ Applica- 228. Where a payment is made to the 228. Section 123A 
cn ron Minister on account of tax under this Act, an 
agreement Act of a province that imposes a tax similar to 
a the tax imposed under this Act, or any two or 
‘more such Acts, such part of that payment as is 
applied by the Minister in accordance with the 
provisions of a collection agreement entered 
into under Part III of the Federal-Provincial 
Fiscal Arrangements Act against the tax paya- 
ble by a taxpayer for a taxation year under 
this Act discharges the liability of the tax- 
payer for such tax only to the extent of the 
part of the payment so applied, notwith- 
Standing that the taxpayer directed that the 
payment be applied in a manner other than that 
provided in the collection agreement or made 
no direction as to its application. 


- Receipt of 229. A chartered bank in Canada shall 229. Section 124 
receive for deposit, without any charge for 

discount or commission, any cheque made 

payable to the Receiver General of Canada in 

payment of tax, interest or penalty imposed by 

this Act, whether drawn on the bank receiving 

the cheque or on any other chartered bank in 

Canada. 
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and 
records 


Idem 
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Idem 


Investiga- 
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General 


230. (1) Every person carrying on business 
and every person who is required, by or 
pursuant to this Act, to pay or collect taxes or 
other amounts shall keep records and books of 
account (including an annual inventory kept in 
prescribed manner) at his place of business or 
residence in Canada or at such other place as 
may be designated by the Minister, in such 
form and containing such information as will 
enable the taxes payable under this Act or the 
taxes or other amounts that should have been 


deducted, withheld or collected to be deter- 


mined. 

(2) Every registered Canadian charitable 
organization and registered Canadian amateur 
athletic association shall keep records and 
books of account (including a duplicate of each 
receipt containing prescribed information for a 
donation received by it) at an address in Canada 
recorded with the Minister or designated by the 
Minister in such form and containing such 
information as will enable the donations to it 
that are deductible under this Act to be 
verified. 


(3) Where a person has failed to keep 
adequate records and books of account for the 
purposes of this Act, the Minister may require 
him to keep such records and books of account 
as he may specify and that person shall there- 
after keep records and books of account as so 
required. . 

(4) Every person required by this section to 
keep records and books of account shall, until 
written permission for their disposal is obtained 
from the Minister, retain every such record or 
book of account and every account or voucher 
necessary to verify the information in any such 
record or books of account. 


231. (1) Any person thereunto authorized 
by the Minister for any purpose related to the 
administration or enforcement of this Act may, 
at all reasonable times, enter into any premises 
or place where any business is carried on or any 


230. (1). Subsection 125(1) 


(2). Subsection 125(1a), modified 


(3). Subsection 125(2) 


(4). Subsection 125(3) 


231. (1). Subsection 126(1), modified 
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Mi a th any fous or + any boise or records : 
are, or should be, kept pursuant to this Act and 


Oy audit or examine the books and records 
and any account, voucher, letter, telegram or 
other document which relates or may relate 
to the information that is or should be in the 
books or records or the amount of tax 
payable under this Act, 

(b) examine property described by an in- 
ventory or any property, process or matter 
an examination of which may, in his opin- 
ion, assist him in determining the accuracy 
of an inventory or in ascertaining the in- 
formation that is or should be in the books 
or records or the amount of any tax payable 
under this Act, 


(c) require the owner or manager of the 
property or business and any other person 
on the premises or place to give him all 
reasonable assistance with his audit or ex- 
amination and to answer all proper questions 
relating to the audit or examination either 
orally or, if he so requires, in writing, on 
oath or by statutory declaration and, for 
that purpose, require the owner or manager 
to attend at the premises or place with him, 
and 


(d) if, during the course of an audit or 
examination, it appears to him that there has 
been a violation of this Act or a regulation, 
seize and take away any of the documents, 
books, records, papers or things that may be 
required as evidence as to the violation of 
any provision of this Act or a regulation. 


D: itn of (2) The Minister shall, (2). New 
‘books, ete, (a) within 120 days from the date of seizure 


of any documents, books, records, papers or 
things pursuant to paragraph (1)(@), or 


Idem, 


Search 
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(b) if within that time an application is 

made under this subsection that is, after the 

expiration of that time, rejected, then forth- 

with upon the disposition of the application, 
return the documents, books, records, papers or 
things to the person from whom they were 
seized unless a judge of a superior court or 
county court, on application made by or on 
behalf of the Minister, supported by evidence 
on oath establishing that the Minister has 
reasonable and probable grounds to believe that 
there has bem a violation of this Act or a 
regulation and that the seized documents, 
books, records, papers or things are or may be 
required as evidence in relation thereto, orders 
that they be retained by the Minister until they 
are produced in any court proceedings, which 
order the judge is hereby empowered to give on 
ex parte application. 


(3) The Minister may, for any purposes 
related to the administration or enforcement of 
this Act, by registered letter or by a demand 
served personally, require from any person 


(a) any information or additional informa- 
tion, including a return of income or a 
supplementary return, or 


(b) production, or production on oath, of 
any books, letters, accounts, invoices, state- 
ments (financial or otherwise) or other 
documents, 


within such reasonable time as may be stipu- 
lated therein. . 


(4) Where the Minister has reasonable and 
probable grounds to believe that a violation of 
this Act or a regulation has been committed or 
is likely to be committed, he may, with the 
approval of a judge of a superior or county 
court, which approval the judge is hereby 
empowered to give on ex parte application, 
authorize in writing any officer of the Depart- 
ment of National Revenue, together with such 
members of the Royal Canadian Mounted 
Police or other peace officers as he calls on to 
assist him and such other persons as may be 
named therein, to enter and search, if necessary 
by force, any building, receptacle or place for 
documents, books, records, papers or things 
that may afford evidence as to the violation of 
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Subsection 231(2) 


(3). Subsection 126(2) 


(4). Subsection 126(3), modified 
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_ of applica- 


any provision of this Act ora regulation and to” 


seize and take away any such documents, 
books, records, papers or things and retain 


_ them until they are produced in any court 


proceedings. 


(5) An application to a judge under sub- 


section (4) shall be supported by evidence on 


oath establishing the facts upon which the 
application is based. 


(6) The person from whom any docu- 
ments, books, records, papers or things are 
seized pursuant to paragraph (1)(@) or subsec- 
tion (4) is, at all reasonable times and subject to 
such reasonable conditiens as may be deter- 
mined by the Minister, entitled to inspect the 
seized documents, books, records, papers or 
things and to obtain copies thereof at his own 
expense. 


(7) The Minister may, for any purpose 
related to the administration or enforcement of 
this Act, authorize any person, whether or not 
he is an officer of the Department of National 
Revenue, to make such inquiry as he may deem 
necessary with reference to anything relating 
to the administration or enforcement of this 
Act. 

(8) Where the Minister, pursuant to sub- 
section (7), authorizes a person to make an 
inquiry, the Minister shall forthwith apply to 
the Tax Review Board for an order appointing a 
hearing officer before whom the inquiry will be 
held. | 

(9) Where any book, record or other docu- 
ment has been seized, examined or produced 
under this section, the person by whom it is 
seized or examined or to whom it is produced 
or any officer of the Department of National 
Revenue may make, or cause to be made, one 
or more copies thereof and a document pur- 


porting to be certified by the Minister or a 


person thereunto authorized by the Minister to 
be a copy made pursuant to this section is 
admissible in evidence and has the same proba- 
tive force as the original document would have 
if it had been proven in the ordinary way. 


(5). New 


(6). New 


(7). Subsection 126(4) 


(8). New 


(9). Subsection 126(5) 
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Wa gerrere with any person doing anything the 
he is authorized by or pursuant to this sectio 


to do or prevent or attempt to prevent any — 


person doing any such thing and, notwith- 


standing any other law to the contrary, every 


person shall, unless he is unable to do so, do 
everything he is required by or pursuant to this 
section to do. 


(11) Every person thereunto authorized by 
the Minister may administer or receive an oath, 
affirmation or statutory declaration required 
to be given by or pursuant to this section. 


(12) For the purposes of an inquiry author- 


ized under subsection (7), a hearing officer 


appointed under subsection (8) in relation 
thereto has all the powers conferred on a 
commissioner by sections 4 and 5 of the 
Inquiries Act and that may be conferred on a 
commissioner under section 11 thereof. 


(13) A hearing officer appointed under sub- 
section (8) in relation to an inquiry shall 
exercise the powers conferred on a commis- 
sioner by section 4 of the /nquiries Act in 
relation to such persons as the person authori- 


zed to make the inquiry considers appropriate 


for the conduct thereof; but the hearing officer 
shall not exercise the power to punish any 
person unless, on application by the hearing 
officer, a judge of a superior or county court 
certifies that such power may be exercised in 
the matter disclosed in the application and the 


applicant has given to the person in respect of 


whom he proposes to exercise such power 24 
hours’ notice of the hearing of the application 
or such shorter notice as the judge deems 
reasonable. 


(14) Any person who gives evidence in an 
inquiry authorized under subsection (7) is 
entitled to be represented by counsel and, upon 


request made by him to the Minister, to receive 


a transcript of the evidence given by him. 


(11). Subsection 126(7) 


(12). Subsection 126(8), modified — 


(13). New 


(14). New 
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(15) Any person whose affairs are investi- 
gated in the course of an inquiry authorized 
under subsection (7) is entitled to be present 
and to be represented by counsel throughout 
the inquiry unless the hearing officer appointed 
under subsection (8) in relation to the inquiry, 
on application by the Minister or a person 
giving evidence, orders otherwise in relation to 
the whole or any part of the inquiry on the 
ground that the presence of the person and his 
counsel, or either of them, would be prejudicial 
to the effective conduct of the inquiry. 


232. (1) In this section, 
(a) “judge” means a judge of a superior 
court having jurisdiction in the province 
where the matter arises or a judge of the 
Federal Court of Canada; 


(b) “custodian” means a person in whose 
custody a package is placed pursuant to 
subsection (3); 


(c) “lawyer”? means, in the province of 
Quebec, an advocate, lawyer or notary and, 
in any other province of Canada, a barrister 
or solicitor; 


(dZ) “officer” means a person acting under 
authority conferred by or under section 231; 
and 

(e) “solicitor-client privilege’? means the 
right, if any, that a person has in a superior 
court in the province where the matter arises 
to refuse to disclose an oral or documentary 
communication on the ground that the 
communication is one passing between him 
and his lawyer in professional confidence, 
except that for the purposes of this section 
an accounting record of a lawyer, including 
any supporting voucher or cheque, shall be 
deemed not to be such a communication. 


(2) Where a lawyer is prosecuted for failure 
to comply with a requirement under section 
231 to give information or to produce a 
document, he shall be acquitted if he estab- 
lishes to the satisfaction of the court 
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(2) that he, on reasonable grounds, believed 


that a client of his has a solicitor-client 
privilege in respect of the information or 
document; and 


(b) that the lawyer communicated to the 
Minister, or some person duly authorized to 
act for the Minister, his refusal to comply 
with the requirement together with a claim 
that a named client of the lawyer has a 
solicitor-client privilege in respect of the 
information or document. 


(3) Where an officer is about to examine or 


seize a document in the possession of a lawyer 
and the lawyer claims that a named client of his 
has a solicitor-client privilege in respect of that 
document, the officer shall, without examining 
or making copies of the document, 


(a) seize the document and place it, together 
with any other document in respect of 
which the lawyer at the same time makes the 
same claim on behalf of the same client, in a 
package and suitably seal and identify the 
package; and 

(b) place the package in the custody of the 
sheriff of the district or county in which the 
seizure was made or, if the officer and the 
lawyer agree in writing upon a person to act 
as custodian, in the custody of such person. 


(4) Where a document has been seized and 


placed in custody under subsection (3), the 
client, or the lawyer on behalf of the client, 
may 


(a) within 14 days from the day the docu- 
ment was so placed in custody, apply, upon 
3 days’ notice of motion to the Deputy 
Attorney General of Canada, to a judge for 
an order 
(i) fixing a day (not later than 21 days 
after the date of the order) and place 
for the determination of the question 
whether the client has a solicitor-client 
privilege in respect of the document, and 


(3). Subsection 126A(3) 


(4). Subsection 126A(4) 
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the document to the judge at that time 
and place; 

(b) serve a copy of the order on the Deputy 

_ Attorney General of Canada and the custo- 

dian within 6 days of the day on which it 

was made, and, within the same time, pay to 

the custodian the estimated expenses of 

transporting the document to and from the 

place of hearing and of safeguarding it; and 


(c) if he has proceeded as authorized by 
paragraph (5), apply, at the appointed time 
and place, for an order determining the 
- question. 
(S) An application Under paragraph (4)(c) 
shall be heard in camera, and on the application 
(a) the judge may, if he considers it neces- 
sary to determine the question, inspect the 
document and, if he does so, he shall ensure 
that it is repackaged and resealed; and 


(b) the judge shall decide the matter sum- 

marily and, 
(i) if he is of opinion that the client has a 
solicitor-client privilege in respect of the 
document, shall order the custodian to 
deliver the document to the lawyer, and 
(ii) if he is of opinion that the client does 
not have a solicitor-client privilege in 
respect of the document, shall order the 
custodian to deliver the document to the 
officer or some other person designated 
by the Deputy Minister of National Rev- 
enue for Taxation, 

and he shall, at the same time, deliver 

concise reasons in which he shall describe 

the nature of the document without divul- 

ging the details thereof. 


(6) Where a document has been seized and 
placed in custody under subsection (3) and a 
judge, on the application of the Attorney 
General of Canada, is satisfied that neither the 
client nor the lawyer has made an application 
under paragraph (4)(a), or, having made that 
application, neither the client nor the lawyer 
has made an application under paragraph (c) 
thereof, he shall order the custodian to deliver 
the document to the officer or some other 
person designated by the Deputy Minister of 
National Revenue for Taxation. 


(5). Subsection 126A(5) 


(6). Subsection 126A(6) 
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(7) The custodian shall 


(a) deliver the document to the lawyer 
(i) in accordance with a consent executed 
by the officer or by or on behalf of the 
Deputy Attorney General of Canada or 
the Deputy Minister of National Revenue 
for Taxation, or | 
(ii) in accordance with an order of a judge 
under this section; or 
(b) deliver the document to the officer or 
some other person designated by the Dep- 
uty Minister of National Revenue for Taxa- 
tion 
(i) in accordance with a consent executed 
by the lawyer or the client, or 
(ii) in accordance with an order of a judge 
under this section. 


(8) Where the judge to whom an application 
has been made under this section for any reason 


cannot act or continue to act under this 


section, subsequent applications under this sec- 
tion may be made to another judge. 


(9) No costs may be awarded upon the 
disposition of any application under this sec- 
tion. 


(10) Where any question arises as to the 
course to be followed in connection with 
anything done or being done under this section 
(other than subsection (2) or (3)) and there is 
no direction in this section with respect there- 
to, a judge may give such direction with regard 
thereto as, in his opinion, is most likely to carry 
out the object of this section of allowing 
solicitor-client privilege for proper purposes. 


(11) The custodian shall not deliver a docu- 
ment to any person except in accordance with 
an order of a judge or a consent under this 
section or except to any officer or servant of 
the custodian for the purposes of safeguarding 
the document. 

(12) No officer shall examine or seize a 
document in the possession of a lawyer without 
giving him a reasonable opportunity of making 
a claim under subsection (3). 
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(13) At any time while a document is in the 
custody of a custodian under this section, a 
judge may, upon an ex parte application of the 
lawyer, authorize the lawyer to examine or 
make a copy of the document in the presence 
of the custodian or the judge by an order that 
shall contain such provisions as may be neces- 
sary to ensure that the document is repackaged 
and that the package is resealed without altera- 
tion or damage. 


(14) Where a lawyer has, for the purpose of 
subsection (2) or (3), made a claim that a 
named client of his has a solicitor-client privi- 
lege in respect of information or a document, 
he shall at the same time communicate to the 
Minister or some person duly authorized to act 
for the Minister the address of the client last 
known to him so that the Minister may 
endeavour to advise the client of the claim of 
privilege that has been made on his behalf and 
may thereby afford him an opportunity, if it is 
practicable within the time limited by this 
section, of waiving the claim of privilege before 
the matter comes on to be decided by a judge 
or other tribunal. 


233. Whether or not he has filed an in- 
formation return as required by a regulation 
made under paragraph 221(1)(d), every person 
shall, on demand by registered letter from the 
Minister, file within such reasonable time as 
may be stipulated in the registered letter, with 
the Minister such prescribed information return 
as is designated in the letter. 


234. (1) Before a bearer coupon or warrant 
representing either interest or dividends payable 
by any debtor or cheque representing dividends 
or interest payable by a non-resident debtor is 
negotiated by or on behalf of a resident of 
Canada, there shall be completed by or on 
behalf of the resident an ownership certificate 
in prescribed form. 
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(14). Subsection 126A(14) 


233. Section 127 


234. (1). Subsection 128(1) 
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ownership certificate as required by or under RNa en SCONE EE Tey 
this Act and a debtor or other person who has 
cashed a coupon or warrant for which an 
ownership certificate has not been completed, 
_is liable on summary conviction to a fine of not 
less than $10 and not exceeding $100. 


235. (1) Every person who has failed to 235. (1). Subsection 129(1) 
_ make a return as and when required by regula- Pe nine et 
tion under subsection 215(4), by regulation 
under section 221 or by subsection 227(2) is 
liable to a penalty of $10 a day for each day of 
default but not exceeding in all $2,500. 


en 


(2) Every person who fails to comply witha = (2). Subsection 129(2) _ 
regulation made under paragraph 221(1)(e) is” : CR ae 
liable to a penalty of $10 a day for each day of 

_ default but not exceeding in all $2,500. 


236. A return, certificate or other docu- 236. Section 130 - 
ment made by i a corporation pursuant to this 


Se the President, Secretary or Treasurer of the 
corporation or by any other officer or person 

thereunto duly authorized by the Board of 
‘Directors or other governing body of the 
corporation. 


aby: paragraph 150(1)(@) i nee a return of his 
income for a taxation year after 1966 shall, on 
_ or before the first day of February of the year 
after the year for which the return is required, 
unless he has previously been assigned or made 
application to be assigned a Social Insurance 
Number, apply to the Minister of National 
Health and Welfare in prescribed form and 
manner for the assignment to him a a Social 
Insurance Number. 


(2) Every person who has filed a return of 
his income for a taxation year after 1966 
and has failed to show therein the Social 
Insurance Number that has been assigned to 
him or for which he is required by this section 
‘to apply shall be deemed to have failed to 
complete the information on a prescribed form 
as required by or pursuant to section 150. 


Offences 


238. (1) Every person who has failed to file 
a return as and when required by or under this 
Act or a regulation is guilty of an offence and, 
in addition to any penalty otherwise provided, 
liable on summary conviction to a fine of not 
less than $25 for each day of default. 


(2) Every person who has failed to comply 
with or contravened subsection 116(3), 153(1) 
or 227(5), or section 230 or 231 is guilty of an 
offence and, in addition to any penalty other- 
wise provided, is liable on summary conviction 
to 

(a) a fine of not less than $200 and not 

exceeding $10,000, or 

(b) both the fine described in paragraph 

(a) and imprisonment for a term not ex- 

ceeding 6 months. 


237. (1). Subsection 130a(1)_ 


(2). Subsection 130A(2) 


238. (1). Subsection 131(1) 


(2). Subsection 131(2), modified 


Saving 
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(3) Where a person has been convicted 


under this section of failing to comply with a 
provision of this Act or a regulation, he is not 
liable to pay a penalty imposed under section 
162, 227 or 235 for the same failure unless 
he was assessed for that penalty or that 
penalty was demanded from him before the 
information or complaint giving rise to the 
conviction was laid or made. 


239. (1) Every person who has 


(a) made, or participated in, assented to or 
acquiesced in the making of, false or 
deceptive statements in a return, certificate, 
statement or answer filed or made as re- 
quired by or under this Act or a regulation, 


(b) to evade payment of a tax imposed by 
this Act, destroyed, altered, mutilated, 
secreted or otherwise disposed of the records 
or books of account of a taxpayer, 


(c) made, or assented to or acquiesced in 
the making of, false or deceptive entries, or 
omitted, or assented to or acquiesced in the 
omission, to enter a material particular, in 
records or books of account of a taxpayer, 
(d) wilfully, in any manner, evaded or 
attempted to evade, compliance with this 
Act or payment of taxes imposed by this 
Act, or 

(e) conspired with any person to commit an 
offence described by paragraphs (a) to (d), 


is guilty of an offence and, in addition to any 
penalty otherwise provided, is liable on 
summary conviction to 


(f) a fine of not less than 25% and not more 
than double the amount of the tax that was 
sought to be evaded, or 

(g) both the fine described in paragraph (f) 
and imprisonment for a term not exceeding 
2 years. 
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(2) Every person who is charged with an_ 
offence described by subsection (1) may, at the 
election of the Attorney General of Canada, be 
prosecuted upon indictment and, if convicted, 
is, in addition to any penalty otherwise 
provided, liable to imprisonment for a term not 
exceeding 5 years and not less than 2 months. 


(3) Where a person has been convicted 
under this section of wilfully, in any manner, 
evading or attempting to evade payment of 
taxes imposed by Part I, he is not liable to pay 
a penalty imposed under section 163 for the 
same evasion or attempt unless he was assessed 
for that penalty before the information or 
complaint giving rise to the conviction was laid 
or made. 


(4) Where, in any appeal under this Act, 
substantially the same facts are at issue as those 
that are at issue in a prosecution under this 
section, the Minister may file a stay of 
proceedings with the Tax Review Board or the 
Federal’ Court; as: the, case. may be, and 
thereupon the proceedings before that Board or 
Court are stayed pending final determination of 
the outcome of the prosecution. 


240. (1) In this section, “taxable obliga- 
tion” means any bond, debenture or similar 
obligation the interest on which would, if paid 
by the issuer to a non-resident person, be 
subject to the payment of tax under Part XIII 
by that non-resident person at the rate pro- 
vided in subsection 212(1) (otherwise than by 
virtue of subsection 212(6)), and “‘non-taxable 
obligation” means any bond, debenture or 
similar obligation the interest on which would 
not, if paid by the issuer to a non-resident 
person, be subject to the payment of tax under 
Part XIII by that non-resident person. 
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the evidence of indebtedness under the obliga- 
tion is, unless the coupon or other writing is 
marked or identified in prescribed manner by 
the letters “AX” in the case of a taxable 
obligation, and by the letter “F’’ in the case 
of a non-taxable obligation, on the face thereof, 
guilty of an offence and liable on summary 
conviction to a fine not exceeding $500. 
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241. (1) Except as authorized by this sec- 241. (1). Subsection 133(1) 
tion, no official or authorized person shall : 


(a) knowingly communicate or knowingly 

allow to be communicated to any person 
any information obtained by or on behalf of 
the Minister for the purposes of this Act, or 
(6) knowingly allow any person to inspect 
or to have access to any book, record, 
writing, return or other document obtained 
by or on behalf of the Minister for the 
purposes of this Act. 


_ (2) Notwithstanding any other Act or law, (2). Subsection 133(2) 
no official or authorized person shall be re- : 
quired, in connection with any legal 
proceedings, | . 

(a) to give evidence relating to any informa- 

tion obtained by or on behalf of the Minister 

for the purposes of this Act, or 


(b) to produce any book, record, writing, 

return or other document obtained by or on 
behalf of the Minister for the purposes of 
this Act. 


a ase 


(3) Subsections (1) and (2) do not apply in 
respect of criminal proceedings, either by 
indictment or on summary conviction, under an 
_.. Act of the Parliament of Canada, or in respect 
of proceedings relating to the administration or 
_ enforcement of this Act. 


(4) An official or authorized person may, 


(a) in the course of his duties in connection 
with the administration or enforcement of 
this Act, | 
(i) communicate or allow to be com- 
municated to an official or authorized 
person information obtained by or on 
behalf of the Minister for the purposes of 
this Act, and 
(ii) allow an official or authorized person 
to inspect or to have access to any book, 
record, writing, return or other document 
obtained by or on behalf of the Minister 
for the purposes of this Act; 


(6) under prescribed conditions, commu- 
nicate or allow to be communicated in- 
formation obtained under this Act, or allow 
inspection of or access to any written 
statement furnished under this Act to the 
government of any province in respect of 
: which information and written statements 
- obtained by the government of the province, 
for the purpose of a law of the province that 
imposes a tax similar to the tax imposed 
under this Act, is communicated or 
furnished on a reciprocal basis to the 

; Minister; or 
ae (c) communicate or allow to be commu- 
i nicated information obtained under this Act, 
a or allow inspection of or access to any book, 
} record, writing, return or other document 


; a -__ gbtained by or on behalf of the Minister for 
ae the purposes of this Act, to or by any person 
s otherwise legally entitled thereto. 
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(5S) Notwithstanding anything in this sec- 
tion, the Minister may permit a copy of any 
book, record, writing, return or other docu- 
ment obtained by him or on his behalf for the 
purposes of this Act to be given to the person 
from whom such book, record, writing, return 
or other document was obtained or the legal 
representative of such person, or to the agent of 
such person or of such legal representative 
authorized in writing in that behalf. 


(6) An order or direction made in the 
course of or in connection with any legal 
proceedings requiring an official or authorized 
person to give evidence relating to any informa- 
tion or produce any book, record, writing, 
return or other document obtained by or on 
behalf of the Minister for the purposes of this 
Act, may, by notice served upon all interested 
parties, be appealed forthwith by the Minister 
or by the person against whom the order or 
direction is made to 


(a) the court of appeal of the province in 
which the order or direction is made, in the 
case of an order or direction made by a 
court or other tribunal established by or 
pursuant to the laws of the province, 
whether or not such court or tribunal is 
exercising a jurisdiction conferred by the 
laws of Canada; or 


(b) the Federal Court of Appeal, in the case 
of an order or direction made by a court or 
other tribunal established by or pursuant to 
the laws of Canada. 


(7) The court to which an appeal is taken 
pursuant to subsection (6) may allow the 
appeal and quash the order or direction 
appealed from or dismiss the appeal, and the 
rules of practice and procedure from time to 
time governing appeals to the courts shall 
apply, mutatis mutandis, to an appeal instituted 
pursuant to subsection (6). 
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(7). Subsection 133(5b) 


(8) An appeal instituted pursuant to sub- 
section (6) shall stay the operation of the 
4 order or direction appealed from until judg- 
- ment is pronounced. 


direction 


Offence (9) Every one who, being an official or 

x authorized person, contravenes subsection (1) is 
a guilty of an offence and liable on summary 

_ conviction to a fine not exceeding $1,000 or to 
imprisonment for a term not exceeding 2 
months, or to both such fine and im- 
prisonment. 


FH 


| (10) In this section, 

“Official” (a) “official”? means any person employed 
a in or occupying a position of responsibility 
= in the service of Her Majesty, or any person 
q formerly so employed or formerly oc- 
cupying a position therein; 


Definitions 


“Authorized (b) “authorized person” means any person 


oo engaged or employed, or formerly engaged 
or employed, by or on behalf of Her Majesty 
to assist in carrying out the purposes and 

q provisions of this Act; and 

“Court of (c) “court of appeal’? has the meaning as- 

pPpeal” signed by paragraphs (a) to (j) of the 


4 | definition “‘court of appeal” in section 2 of 


‘7 


the Criminal Code. 


242. Where a corporation is guilty of an 
offence under this Act, an officer, director or 
agent of the corporation who directed, au- 
thorized, assented to, acquiesced in, or partici- 
pated in, the commission of the offence is a 
party to and guilty of the offence and is liable 
on conviction to the punishment provided for 
the offence whether or not the corporation has 
been prosecuted or convicted. 


Power to 243. Notwithstanding the Criminal Code or 
cen any other statute or law in force on the 30th 
ment day of June, 1948, the court has in any 
4 prosecution or proceeding under this Act, no 
power to impose less than the minimum fine or 
. imprisonment fixed by this Act and the court 


has no power to suspend sentence. 
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244. (1) An information or complaint 
under this Act may be laid or made by any 
officer of the Department of National Revenue, 
by a member of the Royal Canadian Mounted 
Police or by any person thereunto authorized 


by the Minister and, where an information or 


complaint purports to have been laid or made 
under this Act, it shall be deemed to have been 
laid or made by a person thereunto authorized 
by the Minister and shall not be called in 
question for lack of authority of the informant 
or complainant except by the Minister or by 
some person acting for him or Her Majesty. 


(2) An information or complaint in respect 
of an offence under this Act may be for one or 
more offences and no information, complaint, 
warrant, conviction or other proceeding in a 
prosecution under this Act is objectionable or 
insufficient by reason of the fact that it relates 
to two or more offences. 


(3) An information or complaint in respect 
of an offence under this Act may be heard, 
tried or determined by any court, judge or 
justice if the accused is resident, carrying on 
business, found or apprehended or is in custody 
within its or his territorial jurisdiction although 
the matter of the information or complaint did 
not arise within its or his territorial jurisdiction. 


(4) An information or complaint under the - 


provisions of the Criminal Code relating to 
summary convictions, in respect of an offence 
under this Act, may be laid or made on or 
before a day 5 years from the time when the 
matter of the information or complaint arose or 
within one year from the day on which 
evidence, sufficient in the opinion of the 
Minister to justify a prosecution for the of- 
fence, came to his knowledge, and the Mi- 
nister’s certificate as to the day on which such 
evidence came to his knowledge is conclusive 
evidence thereof. 


244. (1). Subsection 136(1) 


(2). Subsection 136(2) 


(3). Subsection 136(3), modified 


(4). Subsection 136(4) 
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(5) Where, by this Act or a regulation, (5). Subsection 136(5) 
_ provision is made for sending by mail a request 
for information, notice or demand, an affidavit 
of an officer of the Department of National 
Revenue sworn before a commissioner or other 
person authorized to take affidavits setting out 
that he has charge of the appropriate records, 
that he has knowledge of the facts in the 
particular case, that such a request, notice or 
demand was sent by registered letter on a 
named day to the person to whom it was 
addressed (indicating such address) and that he 
identifies as exhibits attached to the affidavit 
the post office certificate of registration of the 
letter or a true copy of the relevant portion 
thereof and a true copy of the request, notice 
or demand shall be received as prima facie 
evidence of the sending and of the request, 
notice or demand. 


oof of (6) Where, by this Act or a regulation, (6). Subsection 136(5a) 
provision is made for personal service of a 
request for information, notice or demand, an 
affidavit of an officer of the Department of 
National Revenue sworn before a commissioner 
or other person authorized to take affidavits 
setting out that he has charge of the appro- 
priate records, that he has knowledge of the 
facts in the particular case, that such a request, 
notice or demand was served personally on a 
named day on the person to whom it was 
directed and that he identifies as an exhibit 
attached to the affidavit a true copy of the 
request, notice or demand shall be received as 
prima facie evidence of the personal service and 
of the request, notice or demand. 


"Proof of (7) Where, by this Act or a regulation, a (7). Subsection 136(6) 
BR ciasiy person is required to make a return, statement, 
ae answer or certificate, an affidavit of an officer 
of the Department of National Revenue, swom 
before a commissioner or Other person au- 
thorized to take affidavits, setting out that he 
has charge of the appropriate records and that 
after a careful examination and search of the 
records he has been unable to find in a given 
case that the return, statement, answer or 
certificate, as the case may be, has been made 


Proof of 
time of 
compliance 


Proof of 
documents 


Proof of 
no appeal 


by such person, shall be received as prima facie 
evidence that in such case that person did not 
make the return, statement, answer or certifi- 
cate, as the case may be. 


(8) Where, by this Act or a regulation, a 
person is required to make a return, statement, 
answer or certificate, an affidavit of an officer 
of the Department of National Revenue, sworn 
before a commissioner or other person au- 
thorized to take affidavits, setting out that he 
has charge of the appropriate records and that 
after careful examination of such records he has 
found that the return, statement, answer or 
certificate was filed or made on a particular 
day, shall be received as prima facie evidence 
that it was filed or made on that day and not 
prior thereto. 


(9) An affidavit of an officer of the De- 
partment of National Revenue, sworn before a 
commissioner or other person authorized to 
take affidavits, setting out that he has charge of 
the appropriate records and that a document 
annexed thereto is a document or true copy of 
a document made by or on behalf of the 
Minister or some person exercising the powers 
of the Minister or by or on behalf of a 
taxpayer, shall be received as prima facie 
evidence of the nature and contents of the 
document and shall be admissible in evidence 
and have the same probative force as the 
original document would have if it had been 
proven in the ordinary way. 


(10) An affidavit of an officer of the De- 
partment of National Revenue, sworn before a 
commissioner or other person authorized to 
take affidavits, setting out that he has charge of 
the appropriate records and has knowledge of 
the practice of the Department and that an 
examination of the records shows that a notice 
of assessment for a particular taxation year was 
mailed or otherwise communicated to a tax- 
payer on a particular day pursuant to this Act 
and that, after careful examination and search 
of the records, he has been unable to find that a 
notice of objection or of appeal from the 
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Subsection 244(7) 


(8). Subsection 136(7) 


(9). Subsection 136(8) 


(10). Subsection 136(9) 


es Stee ED 
v é he - 


i ee shall he reacted as prima ‘fhe 
evidence of oe statements contained therein. 


(11) Where evidence is offered under this 
section by an affidavit from which it appears 
that the person making the affidavit is an 
officer of the Department of National Revenue, 
it is not necessary to prove his signature or that 
he is such an officer nor is it necessary to prove 
_the signature or official character of the person 
_ before whom the affidavit was sworn. 


(12) Judicial notice shall be taken of all 
_ orders or regulations made under this Act 
without such orders or regulations being 
‘specially pleaded or proven. 


(13) Every document purporting to be an 
order, direction, demand, notice, certificate, 
Tequirement, decision, assessment, discharge of 
mortgage or other document purporting to have 
been executed under, or in the course of 
administration or enforcement of, this Act over 
the name in writing of the Minister, the Deputy 
Minister of National Revenue for Taxation, or 
an officer authorized by regulation to exercise 
powers or perform duties of the Minister under 
this Act, shall be deemed to be a document 
signed, made and issued by the Minister, the 
Deputy Minister or the officer unless it has 
been called in question by the Minister or by 
some person acting for him or Her Majesty. 


(14) For the purposes of this Act, the day 
of mailing of any notice of assessment or 
notification described in subsection 152(4) 
shall, in the absence of any evidence to the 
contrary, be deemed to be the day appearing 
from such notice or notification to be the date 
thereof unless called in question by the Minister 
or by some person acting for him or Her 
Majesty. 


| Subsection 244(10) 


\ 


(11). Subsection 136(10) 


(12). Subsection 136(11) 


(13). Subsection 136(12) 


(14). Subsection 136(12a) 


Date 

when 
assessment 
made 


Forms 
prescribed 
or 
authorized 


Proof of 
return 


Idem 


Idem 


(15) Where any notice of an assessment 
has been sent by the Minister as required by 
this Act, the assessment shall be deemed to 
have been made on the day of mailing of the 
notice of the assessment. 

(16) Every form purporting to be a form 
prescribed or authorized by the Minister shall 
be deemed to be a form prescribed by order of 
the Minister under this Act unless called in 
question by the Minister or some person acting 
for him or Her Majesty. 


(17) In any prosecution for an offence 
under this Act, the production of a return, 
certificate, statement or answer required by or 
under this Act or a regulation, purporting to 
have been filed or delivered by or on behalf of 
the person charged with the offence or to 
have been made or signed by him or on his 
behalf shall be received as prima facie evidence 
that such return, certificate, statement or 
answer was filed or delivered by or on behalf of 
that person or was made or signed by him or on 
his behalf. 


(18) In any proceedings under Division J of 
Part I, the production of a return, certificate, 
statement or answer required by or under this 
Act or a regulation, purporting to have been 
filed or delivered by or on behalf of the tax- 
payer or to have been made or signed by him or 
on his behalf shall be received as prima facie 
evidence that such return, certificate, statement 
or answer was filed or delivered by or on behalf 
of that person or was made or signed by him or 
on his behalf. 


(19) In any prosecution for an offence 
under this Act an affidavit of an officer of the 
Department of National Revenue, sworn before 
a commissioner or Other person authorized to 
take affidavits, setting out that he has charge of 
the appropriate records and that an examina- 


tion of the records shows that an amount. 


required under this Act to be remitted to the 
Receiver General of Canada on account of tax 
for a year has not been received by the Receiver 
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Section 244 
(15). Subsection 136(12b) 


(16). Subsection 136(13) 


(17). Subsection 136(14) 


(18). Subsection 136(15), modified 


(19). Subsection 136(16) 


Artificial 


transactions 


General of Canada, shall be received as prima 
_ facie evidence of the statements contained 


therein. 


PART XVI 


TAX EVASION 


245. (1) In computing income for the 
purposes of this Act, no deduction may be 
made in respect of a disbursement or expense 
made or incurred in respect of a transaction or 
operation that, if allowed, would unduly or 
artificially reduce the income. 

(2) Where the result of one or more sales, 
exchanges, declarations of trust, or other 
transactions of any kind whatever is that a 


person confers a benefit on a taxpayer, that 


person shall be deemed to have made a pay- 
ment to the taxpayer equal to the amount of 
the benefit conferred notwithstanding the form 
or legal effect of the transactions or that one or 
more other persons were also parties thereto; 
and, whether or not there was an intention to 
avoid or evade taxes under this Act, the 
payment shall, depending upon the cir- 
cumstances, be 

(a) included in computing the taxpayer’s 

income for the purpose of Part I, or 

(b) deemed to be a payment to a non- 

resident person to which Part XIII applies. 


(3) Where it is established that a sale, 
exchange or other transaction was entered into 
by persons dealing at arm’s length, bona fide 
and not pursuant to, or as part of, any other 
transaction and not to effect payment, in whole 
or in part, of an existing or future obligation, 
no party thereto shall be regarded, for the 
purpose of this section, as having conferred a 
benefit on a party with whom he was so 


_ dealing. 


oe 
Subsection 244(19) 


245. (1). Subsection 137(1), modified 


(2). Subsection 137(2) 


(3). Subsection 137(3) 


wd 


Tax 
avoidance 


Idem 


Idem 


Idem 


Idem 


Set Pe | 


246. (1) Where the Treasury Board has 
decided that one of the main purposes for a 
transaction or transactions effected before or 
after the coming into force of this Act was im- 
proper avoidance or reduction of taxes that 
might otherwise have become payable under 
this Act, the Income War Tax Act, or The Excess 
Profits Tax Act, 1940, the Treasury Board may 
give such directions as it considers appropriate 
to counteract the avoidance or reduction. 


(2) A direction under this section may 
relate to taxes to be paid under one or more 
Parts of this Act, the Income War Tax Act or 
The Excess Profits Tax Act, 1940, by one or 
more persons for one or more taxation years. 


(3) Where a direction has been given under 
this section, tax shall be collected, or assessed 
or reassessed and collected, notwithstanding 
any other provision of this or any other Act, in 
accordance therewith. 


(4) The Federal Court of Canada has ex- 
clusive original jurisdiction in all actions in 
respect of claims for failure to pay or collect 
tax under Part XIII imposed pursuant to this 
section. 


(S) On an appeal from an assessment made 
pursuant to a direction under this section or in 
an action for tax under Part XIII imposed 
pursuant to this section, the Federal Court may 


(a) confirm the direction given under this 
section, 


(b) vacate a direction given under this sec- 
tion, if it determines that none of the main 
purposes of the transaction or transactions 
was the improper avoidance or reduction of 
taxes, Or 

(c) vary the direction given by the Treasury 
Board and refer the matter back to the 
Minister for collection, or reassessment and 
collection. 


aye 
a fi 


246. (1). Subsection 138(1) © Fo eat ses a 35 | 


(2). Subsection 138(2) 


(3). Subsection 138(3) 
(4). Subsection 138(4) 


(5). Subsection 138(5) 


; Aah as improper for the purpose of this. 
section although it is not illegal. 


247. (1) Where a taxpayer has received an 


amount in a taxation year, 


(@) as consideration for the sale or other 
disposition of any shares of a corporation or 
of any interest in such shares, 


(b) in consequence of a corporation having 
(i) redeemed or acquired any of its shares 
or reduced its capital stock, or 
(ii) converted any of its shares into shares 
of another class or into an obligation of 
the corporation, or 


(c) otherwise, as a payment that would, but 
for this section, be exempt income, 
which amount was received by the taxpayer as 
part of a transaction effected or to be effected 


after June 13, 1963 or as part of a series of 
_ transactions each of which was or is to be 


effected after that day, one of the purposes of 
: which, in the opinion of the Minister, was or is 
to effect a substantial reduction of, or di- 
Sappearance of, the assets of a corporation in 
such a manner that the whole or any part of 
any tax that might otherwise have been or 
become payable under this Act in consequence 
of any distribution of income of a corporation 
has been or will be avoided, the amount so 
received by the taxpayer or such part thereof as 
-may be specified by the Minister shall, if the 
Minister so directs, 

(d) be included in computing the income of 
the taxpayer for that taxation year, and 

(e) in the case of a taxpayer who is an 
individual, be deemed to have been received 
by him as a taxable dividend. 


: al 246 
_ (6). Subsection 138(6) 


247. (1). Subsection 138A(1), modified 


Associated 
corpora- 
tions 


Appeal 


(2) Where, in the case of two or more 
corporations, the Minister is satisfied 


(a) that the separate existence of those 
corporations in a taxation year is not solely 
for the purpose of carrying out the business 
of those corporations in the most effective 
manner, and 


(b) that one of the main reasons for such 
separate existence in the year is to reduce 
the amount of taxes that would otherwise be 
payable under this Act 


the two or more corporations shall, if the 
Minister so directs, be deemed to be associated 
with each other in the year. 


(3) On an appeal from an assessment made 
pursuant to a direction under this section, the 
Tax Review Board or the Federal Court may 


(a) confirm the direction; 


(b) vacate the direction if 

(i)in the case of a direction under sub- 
section (1), it determines that none of the 
purposes of the transaction or series of 
transactions referred to in subsection (1) 
was or is to effect a substantial reduction 
of, or disappearance of, the assets of a 
corporation in such a manner that the 
whole or any part of any tax that might 
otherwise have been or become payable 
under this Act in consequence of any 
distribution of income of a corporation 
has been or will be avoided, or 

(ii)in the case of a direction under 
subsection (2), it determines that none of 
the main reasons for the separate ex- 
istence of the two or more corporations is 
to reduce the amount of tax that would 
otherwise be payable under this Act; or 


(c) vary the direction and refer the matter 
back to the Minister for reassessment. 
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(3). Subsection 138A(3) 
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PART XVII 


INTERPRETATION 
248. (1) In this Act, 


“adjusted cost base” has the meaning assigned 


by section 54; 


“allowable capital loss” has the meaning assign- 


ed by section 38; 


“amount” means money, rights or things ex- 


pressed in terms of the amount of money or 
the value in terms of money of the right or 
thing, except that the “amount” of any 
stock dividend paid by a corporation is the 
amount of the increase in the paid-up capital 
of the corporation by virtue of the payment 
of the dividend; 


“annuity” includes an amount payable on a 


periodic basis whether payable at intervals 


longer or shorter than a year and whether 


payable under a contract, will or trust or 
otherwise; 


“‘assessment”’ includes a reassessment; 


“benefit under a deferred profit sharing plan” 


received by a taxpayer in a taxation year 


means the aggregate of each amount received 


by the taxpayer in the year from a trustee 
under the plan minus any amounts de- 
ductible under subsections 147(11) and (12) 
in computing the income of the taxpayer for 
the year; 


“business” ‘“‘business” includes a profession, calling, trade, 


manufacture or undertaking of any kind 
whatever and includes an adventure or con- 
cern in the nature of trade but does not 
include an office or employment; 


248. (1). Subsection 139(1), modified 


New 


New 


Paragraph 139(1)(a), modified 


Paragraph 139(1)(b) 


Paragraph 139(1)(d) 


Paragraph 139(1)(da) 


Paragraph 139(1 )(e) 


“Canadian corporation” has the meaning as- 
signed by subsection 89(1); 


“capital dividend” has the meaning assigned by 
subsection 83(2); 


“capital gain” for a taxation year from the 
Betaila > disposition of any property has the meaning 
Pye ¥ assigned by section 39; 


© 


- ‘capital interest” of a taxpayer in a trust has the New 


interest” of ; : ; oh Be 4 

aS a datpaver meaning assigned by subsection 108(1); | 

_ ina trust i 

_ «participa- Bs 
capital le MM 
“capital “capital loss” for a taxation year from the New me ar He 
oe 5 a disposition of any property has the meaning -j ’ 
Ma capital» assigned by section 39; Re: 
Pee, . j she 
wih aes : ‘ : iat iis 
_ “capital “capital property’ has the meaning assigned by - New . Cee ey 
; perty 


section 54; 


~ 


3 “common share” means a share the holder of Paragraph 139(1)(g) 
esr which is not precluded upon the reduction ! 
or redemption of the capital stock from 
participating in the assets of the corporation 
beyond the amount paid up thereon plus a 
fixed premium and a defined rate of divi- 
dend; 


. i aon ebatd 
_ ordinaire» 


‘al 


“corporation” includes an incorporated com- Paragraph 139(1)(h) 
pany and a “corporation incorporated in 
Canada” includes a corporation incorporated | 
in any part of Canada before or after it . ot 
became part of Canada; | Bie ae 


“cost amount” to a taxpayer of any property at New 

any time means, except as expressly other- | 
_-—s Wise provided in this Act, REE Se: 
_——s (@) where the property was depreciable 7 ‘ 3 
. ss property of the taxpayer of a prescribed 
class, that proportion of the undepreciated 
i; capital cost to him of property of that class Jey 
at _ that time that the capital cost to him of ee P dae 


all ‘operty of that class, 


: eee than depreciable property) of the 
taxpayer, its adjusted: cost base to him at 
that time, 


(c) where the property was property des- 
cribed in an inventory of the taxpayer, its 


purpose of computing his income, 


(dq) where the property was eligible capital 
property of the taxpayer in respect of a 
business, the cumulative eligible capital of 
the taxpayer in respect of the business at 
that time, ' 

(e) where the property was a debt owing to 
the taxpayer (other than a debt the amount 
of which was deducted under paragraph 
20(1)\(p) in computing the taxpayer’s in- 
come for a taxation year ending before that 
time) or any other right of the taxpayer to 
receive an amount, the amount of the debt 
or other right that was outstanding at that 
time, and 

(f) in any other case, the cost to the 
taxpayer of the property as determined for 
the purpose of computing his income; 


“cumulative eligible capital” has the meaning 
assigned by subsection 14(5); 


“death benefit” for a taxation year means the 
amount or amounts received in the year by 
any person upon or after the death of an 
employee in recognition of his service in an 
office or employment minus 


(a) where the amount or amounts were 

received by his widow, the lesser of 
(i) the amount or amounts so received, 
and 
(ii) an amount equal to the employee’s 
salary, wages and other remuneration for 
the last year in that office or employment 
for which he received any such re- 
muneration or $10,000, whichever is the 
lesser, minus amounts deductible in com- 
puting for previous years the death be- 
nefits received in respect of his service in 
that office or employment, or 


7 


ny is cof the capital cost to Kim of a i 


value at that time as determined for the 


New 


Paragraph 139(1)(/) 


(b) where the employee died without 
leaving a widow or where no amount is 
deductible in computing for any year the 
death benefits received by his widow in 
respect of his service in that or any other 
office or employment, the lesser of 
(i) the amount or amounts so received, 
and 
(ii) that proportion of any amount de- 
termined as provided in subparagraph 
(a)\(ii) that the amount or amounts so 
received are of the aggregate of all 
amounts received in the year, by each of 
the persons who received any such 
amount or amounts, upon or after the 
death of the employee in recognition of 
his service in that office or employment, 
except that where any death benefits were 
received in the year in respect of the services 
of an employee in more than one office or 
employment, 
(c) this definition shall be read as requiring 
a separate determination of the death be- 
nefits received in respect of his service in 
each particular office or employment, and 


(d) there shall be substituted for the 
amount determined under subparagraph 
(a)(ii) or (b)ii), as the case may be, in 
respect of each particular office or employ- 
ment an amount equal to that proportion of 
the amount otherwise determined there- 
under that the employee’s salary, wages and 
other remuneration for the last year in that 
particular office or employment for which 
he received any such remuneration is of the 
ageregate of his said remuneration for the 
last years in each of the said offices or 
employments from which he received any 
such remuneration; 


“deferred “deferred profit sharing plan” has the meaning 
profit : : f 

crite pia assigned by subsection 147(1); 

«régime de 

participa- 

tion diff. 

aie 


“depreciable “depreciable property” has the meaning as- 
bide signed by subsection 13(21); 


«bien 
amortissa- 


ble» 


“designated “designated surplus” has the meaning assigned 
oohahae by Part VII; 


«surplus 
désigné» 
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ae Reape Ree ees To) mea tar fii stp ager ay 
NR pe is : 
eee a=. Pech ot i Ric Aap’ Wik as 5 
oe as i : — -- Subsection 248(1) 
1d” “dividend” includes a stock dividend, other Paragraph 139(1)(k), modified 
ape than a stock dividend that was paid before 3 
1972; | 
ible “eligible capital expenditure” has the meaning New 
assigned by subsection 14(5); 
ntant 
“eligible capital property” has the meaning New 


Z assigned by section 54; 


‘employ- “employed” means performing the duties of an Paragraph 139(1)(/) 
office or employment; 


ployee” “employee” includes officer; Paragraph 139(1 )(/a) 


loy- “employees profit sharing plan” has the mean- New 
ing assigned by subsection 144(1); 


‘partici- 
ion des 
“employ- “employer”, in relation to an officer, means the Paragraph 139(1 )(/b) 
person from whom the officer receives his 
remuneration; 
“employ. “employment” means the position of an indi- Paragraph 139(1)(™) 


vidual in the service of some other person 
(including Her Majesty or a foreign state or 
sovereign) and “servant” or “employee” 
means a person holding such a position, 


state”  “estate’’ has the meaning assigned by sub- Paragraph 139(1)(7) 
| apa section 104(1); 
“exempt income’? means money or property Paragraph 139(1)(o), modified 
Se received or acquired by a person in such 
exonéré» circumstances that it is, by reason of any 


provision in Part I, not included in compu- 
ting his income, but for greater certainty 
does not include a dividend on a share; 


| ae farming, fruit growing and the ES 

of bees, but does not include an office or 
employment under a person engaged | in the 
business of farming; 


“fishing” “fishing” includes fishing for or catching shell 
_ &péche» fish, crustaceans and marine animals but 
does not include an office or employment i 
under a person engaged in the business of eS Pon eae 
fishing; | | 


“fiscal period”? means the period for which the Paragraph 139(1)(r) 
accounts of the business of the taxpayer Bir sh 
have been ordinarily made up and accepted 

| for purposes of assessment under this Act 

beer and, in the absence of an established prac- 

sks tice, the fiscal period is that adopted by the 

:: 4s ae taxpayer (but no fiscal period may exceed 

eek 32 (a) in the case of a corporation, 53 weeks, 


and . 
7 (b) in the case of any other taxpayer, 12 
as months, 


and no change in a usual and accepted fiscal 
period may be made for the purposes of this 
p Act without the concurrence of the Minister); 


“foreign affiliate’ has the meaning assigned by _ ~ New 
subsection 95(1); 


“gross revenue” means the aggregate of all Paragraph 139(1)(sa) 
amounts received in a taxation year or 
receivable in the year (depending on the 
method regularly followed by the taxpayer 
in computing his profit) otherwise than as Or . 
on account of capital; 


“group term life insurance policy”, with respect Paragraph 139(1)(sb) 
to a taxpayer, means a group life insurance 
policy under which no amount is payable as 7 | 
a result of the contributions made to or : 
under the policy by the employer of the 
taxpayer except in the event of the death or 
disability of the taxpayer; 


tga EN ae a Gas POLE LS Bn CERGUN Be ‘ Phar Blog ray 
ah: % Heat Seine eS, SAT ii aa ts Subsection 248(1) 
ne-averaging annuity contract” has the = = = §_New | 


“income bond” or “income debenture” means Paragraph 139(1)(t) - 
a bond or debenture in respect of which 

interest or dividends are payable only when 

the debtor company has made a profit 

before taking into account the interest or 

dividend obligation; 


“income interest” of a taxpayer in a trust has New 
the meaning assigned by subsection 108(1); 


“individual” means a person other than a Paragraph 139(1)(u) 


corporation; ' 

“insurance corporation” or “insurer” means a Paragraph 139(1)(ua) 
corporation that carries on an insurance | 
business; 

“inter vivos trust’ has the meaning assigned by New 


subsection 108(1); 


Gentine” “inventory” means a description of property Paragraph 139(1)(w) 
ventaire> the cost or value of which is relevant in 

BT computing a taxpayer’s income from a 

business for a taxation year; 


4 vestment “investment corporation” has the meaning New 
Sipe aie assigned by subsection 130(3); 


“Jife insurance business” includes Paragraph 139(1)(wa) 
(a) an annuities business, and 
(b) the business of issuing contracts all or 
any part of the issuer’s reserves for which 
vary in amount depending upon the fair 
market value of a specified group of assets, 
carried on by a life insurance corporation or 
a life insurer; 


aeccied in Ba A a or o oF ae Hy Relies oe 
- definition “life insurance business” whether _ ; AST ae age 
or not it also carries on a business described ; Hawes, 
in either of those paragraphs; | : 


j ‘f “listed “listed personal property” has the meaning 


= assigned by section 54; 3 RST 5 9 co1h Site 


ae - 
ise 3 
“minerals” “‘minerals” do not include petroleum, natural New 


Pebredt gas or related hydrocarbons (except coal or 
joa bituminous sands); 


“mineral “mineral resource” means | New 
tH eons 
a «matiéres . . .» (a) a base or precious metal deposit, 


7 
ny (0) acoal deposit,~ 
(c) a bituminous sands deposit, or 


(d),a mineral deposit in respect of which 
(i) the Minister of Energy, Mines and 
Resources has certified that the principal 
mineral extracted is an industrial mineral 
contained in a non-bedded deposit, 

ee, (ii) the pace mineral extracted is sy] - 

ee vite, 

(iii) the principal mineral extracted is 

halite that is extracted by underground 

mining and not by operating a brine well, 

(iv) the principal mineral extracted is 

extracted from sandstone or quartzite, or 

silica that is 
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-(v) the principal mineral extracted is gyp- 


_ “Minister” means the Minister of National 
Revenue; 


“mutual fund corporation” has the meaning 
assigned by subsection 131(8); 


_ “mutual fund trust” has the meaning assigned 
by subsection 132(6); 


, . 


“net capital loss” has the meaning assigned by 
subsection 111(8); 


““non-capital loss” has the meaning assigned by 
_ subsection 111(8); 


“‘non-resident’”” means not resident in Canada; 


-“non-resident-owned investment corporation” 
has the meaning assigned by subsection 
133(8); 


Subsection 248(1 vie oA - 


Paragraph 139(1)(v) 


New 


New 


New 


New 


Paragraph 139(1)(z) 


Paragraph 139(1 )(aa) 


ou, - stipend or remuneration and 1" 
ce, Sipe office, the office of a | Minister of the” 


or. Foner Countrions of Canada, a members | oe 
of a legislative assembly or a member of a an A 
legislative or executive council and any | Nea 
other office, the incumbent of which is : oergee) es 
elected by popular vote or is elected or ee as 
eae es appointed in a representative capacity and OPM rks ey ue) 
abe also includes the position of a corporation ae 
pes; director; and “officer” means a person — : Maney rs) 

holding such an office; oh eae ; 


Roniasup “paid-up capital deficiency” has the meaning New 
-Geficiency” assigned by subsection 89(1); ENGR ayy 
; | «insuffi- i- ( aan | a 


ig Ka De 


a a 


Hipetson® “person”, or any word or expression descriptive Paragraph 139(1)(ac) 
“Eats of a person, includes any body corporate 
- a and politic, and the heirs, executors, ad- 
o Syst : ministrators or other legal representatives of 
Sey: such person, according to the law of that 


part of Canada to which the context ex- 
_ tends; 


571 
| Subsection 248(1) 
2 “personal or living expenses” includes Paragraph 139(1)\(ae), modified 
_ (@) the expenses of properties maintained 

by any person for the use or benefit of the 

taxpayer or any person connected with the 

taxpayer by blood relationship, marriage or 

adoption, and not maintained in connection 

with a business carried on for profit or with 

a reasonable expectation of profit, 

(b) the expenses, premiums or other costs 

of a policy of insurance, annuity contract or 

other like contract if the proceeds of the 

policy or contract are payable to or for the 

benefit of the taxpayer or a person connect- 

ed with him by blood relationship, marriage 

or adoption, and : 


(c) expenses of properties maintained by an 
estate or trust for the benefit of the tax- 
payer as one of the beneficiaries; 


“personal-use property” has the meaning as- New 


signed by section 54; 


“preferred share” means a share other than a New 
common share; 


“preferred 
share” 
«actions 
privilegiées» 


“prescribed”, in the case of a form or the Paragraph 139(1 Xaf) 
information to be given on a form, means 

a prescribed by order of the Minister, and, in 

any other case, means prescribed by regula- 

tion; 


a 

_“pre- 

-scribed”’ 

_ «prescrit» 
o ‘jp ; 


_ 
———. 


Be rincipal “principal amount” in relation to any obli- Subsection 7(3) 
amount” —_ gation means the amount that, under the 

«principal» | : i 

- terms of the obligation or any agreement 

relating thereto, is the maximum amount or 

maximum aggregate amount, as the case 

may be, payable on account of the obliga- 

tion by the issuer thereof, otherwise than as 

or on account of interest or as or on account 

of any premium payable by the issuer 

conditional upon the exercise by the issuer 

of a right to redeem the obligation before 

the maturity thereof; 

“private “private corporation” has the meaning assigned New 
Bee ore- by subsection 89(1); 

tion 

«corp. 

Privée» 


i 
1 


“property” 
«biens» 


Me: F 
_ “province” 
_ «province» 


- 


Hos 
he 


“public 
- corpora- 
— tion”’ 
«corp. 
publique» 


: 


“registered 
Canadian 

_ amateur 
athletic 

_ association”’ 
«assoc... .» 


“registered | 
Canadian 
charitable 
-organiza- 
tion” 
«oeuvre...» 


; 
“registered 
pension 
fund or 
plan” 
«caisse...» 


“registered 
retirement 
“Savings 


plan” 


«régime 


%, oe Mae ae 


e “private health services plan” has the m 


ss a - 


ia 
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assigned by subsection 110(8); 


“property” means property of any kind what- 
ever whether real or personal or corporeal or 
incorporeal and, without restricting the 
generality of the foregoing, includes a right 
of any kind whatever, a share or a chose in 
action; 


“province” means a province of Canada; 


“public corporation” has the meaning assigned — 


by subsection 89(1); 


“registered Canadian amateur athletic asso- 
ciation” has the meaning assigned by sub- 
section 110(8); 


“registered Canadian charitable organization” 


has the meaning assigned by subsection 
110(8); 


“registered pension fund or plan” means an 
employees’ superannuation or pension fund 
or plan accepted by the Minister for registra- 
tion for the purposes of this Act in respect 
of its constitution and operations for the 
taxation year under consideration; _ 


“registered retirement savings plan” has the 
meaning assigned by subsection 146(1); 


ae aD) 


Paragraph 139(1)(ag) bee eo hs 


Paragraph 139(1)(ah) : 


New 


New 


New 


New 


Paragraph 139(1 ahh) 


Paragraph 139(1)(ahhh) 


“registered | supplementary unemployment be- 
nefit plan’ has the meaning assigned by 
subsection 145(1); 


“regulation” means a regulation made by the 


n Governor in Council under this Act; 


Kréglement» 


“restricted farm loss” has the meaning assigned 
orte by subsection 31(1); 
gricole .. .» 


“retirement savings plan’? has the meaning 
assigned by subsection 146(1); 


“retiring allowance” means an amount received 
upon or after retireanent from an office or 
employment in recognition of long service 
or in respect of loss of office or employment 
(other than a superannuation or pension 
benefit), whether the recipient is the officer 
or employee or a dependant, relation or 
legal representative; 


“salary or wages” except in section 5 and the 
definition “‘death benefit” in this subsection, 
means the income of a taxpayer from an 
office or employment as computed under 
subdivision a of Division B of Part I and 
includes all fees received for services not 
rendered in the course of the taxpayer’s 
business but does not include superannua- 
tion or pension benefits or retiring al- 
lowances; 


“self-contained domestic establishment” means 
a dwelling house, apartment or other similar 
place of residence in which place a person as 
a general rule sleeps and eats; 


contained 
lomestic 


nent...» 


573. 


Subsection 248(1) 
New 


Paragraph 139(1)(a/) 


New 


New 


Paragraph 139(1)(a/) 


Paragraph 139(1 (ak), modified 


Paragraph 139(1)(a/) 


“separa- 
tion 
agreement’’ 


«accord...» 


‘‘share”’ 
«action» 


“‘share- 
holder”’ 
«action- 
naire» 


“subsidiary 
wholly- 
owned 
corpora- 
tion” 
«corpora- 
tion 
filiale...» 


“superan- 
nuation or 
pension 
benefit”’ 
«prestation 
de re- F 
traite...» 


“supple- 
mentary 
unem- 
ployment 
benefit 
plan” 
«régime 
de 

presta- 
tions...» 


“supplementary unemployment benefit plan’ 


“separation agreement” includes an agreement 


by which a person agrees to make payments 
on a periodic basis for the maintenance of a 
former spouse, children of the marriage, or 
both the former spouse and children of the 
marriage, after the marriage has been dis- 
solved whether the agreement was made 
before or after the marriage was dissolved; 


“share” means a share of the capital stock of a 


corporation; 


“Shareholder” includes a member or other 


person entitled to receive payment of a 
dividend; 


“subsidiary wholly-owned corporation” means 


a corporation all the issued share capital of 
which (except directors’ qualifying shares) 
belongs to the corporation to which it is 
subsidiary and “subsidiary controlled cor- 
poration” means a corporation more than 
50% of the issued share capital of which 
(having full voting rights under all circum- 
stances) belongs to the corporation to which 
it is subsidiary ; 


“superannuation or pension benefit” includes 


any amount received out of or under a 
superannuation or pension fund or plan and 
without restricting the generality of the 
foregoing includes any payment made to a 
beneficiary under the fund or plan or to an 
employer or former employer of the bene- 
ficiary thereunder, 


(a2) in accordance with the terms of the fund 
or plan, 


(b) resulting from an amendment to or 
modification of the fund or plan, or 


(c) resulting from the termination of the 
fund or plan; 


>) 


has the meaning assigned by subsection 
145(1); 
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Subsection 248(1) 
Paragraph 139(1)(am), modified 


Paragraph 139(1)(an) 


Paragraph 139(1)(ao) 


Paragraph 139(1)(aq) 


Paragraph 139(1)(ar) 


New 


abe eb 


«contri- 


“tax-paid 
undistrib- 
uted 
surplus on 
hand”’ 
«surplus 


main...» 


“Treasury 


>. ” 
Oar 


66. a aver ” 
‘taxpay 


«conseil. . .» 


“taxable 
meaning assigned by subsection 89(1); 


“taxable Canadian property” has the meaning 
assigned by subsection 115(1); 


“taxable capital gain” has the meaning assigned 
by section 38; 


“taxable dividend” has the meaning assigned by 
subsection 89(1); 


“taxable income” has the meaning assigned by 
subsection 2(2); 


99 


“taxable income earned in Canada” means a 


taxpayer’s taxable income earned in Canada 
determined in accordance with Division D of 
Part-I; 


“taxable net gain” from dispositions of listed 
personal property has the meaning assigned 
by section 41; 


“taxpayer” includes any person whether or not 
liable to pay tax; 


“tax-paid undistributed surplus on hand” has 
the meaning assigned by subsection 89(1); 


“testamentary trust” has the meaning assigned 
by subsection 108(1); 


“Treasury Board” means the Treasury Board as 
constituted under the Financial Administra- 
tion Act; 


Canadian corporation” has the: 


Subsection 248(1) 


New 


New 


New 


New 


Paragraph 139(1)(as) 


Paragraph 139(1 )(at) 


New 


Paragraph 139(1 (av) 


New 


New 


Paragraph 139(1)(aw) 


“1971 capital surplus on hand” has the mean- 
ing assigned by: subsection 89(1); 


2, 
«surplus 


*: eee > ge) . | a 
- “1971 “1971 undistributed income on hand” has the New 
| meaning assigned by subsection 196(4). 
income 
on hand” 
_ «revenu en 


main...» 


‘Tax (2) In this Act, the tax payable by a (2). Paragraph 139(1)(ba), modified __ 
ia ine taxpayer under any Part of this Act by or under are 
a which provision is made for the assessment of 
3 tax means the tax payable by him as fixed by 
| assessment or reassessment subject to variation 
Rae on objection or on appeal, if any, in accordance 
with the provisions of that Part. : 


SS on ee ne ee ee 
a ee . 3 - 
. 4 


References (3) In its application in relation to the (3). New 
| (eoner Province of Quebec, a reference in this Act to 
owned and any property that is or was beneficially owned 


if to benefi- by any person shall be read as including a 


ae ‘cial owner 


__ of property reference to property in relation to which any 
ig | person has or had the full ownership whether 
: or not the property is or was subject to a servi- 
tude, or has or had a right as a usufructuary, a 
lessee in an emphyteutic lease, an institute in a 
substitution or a beneficiary in a trust; and a 
reference in this Act to the beneficial owner of 
any property shall be read as including a 
reference to a person who has or had, accord- 
ingly as the context requires, such ownership as 
a right in relation to that property. i eT 


i 


fe 249. (1) For the purpose of this Act, a 249. (1). Subsection 139(2) 
- “taxation year’ is 
(a) in the case of a corporation, a fiscal 
period, and 

_ () in the case of an individual, a calendar 

year, | 

and when a taxation year is referred to by 
reference to a calendar year the reference is to 
the taxation year or years coinciding with, or 


ending in, that year. 


(2) For the purposes of this Act, a reference (2). New 
to a taxation year ending in another year 
includes a reference to a taxation year ending 
coincidentally with that other year. 


250. (1) For the purposes of this Act, a 659. (1). Subsection 139(3) 
person shall, subject to subsection (2), be | 


deemed to have been resident- in Canada 
_ throughout a taxation year if 
(a) he sojourned in Canada in the year for a 
period of, or periods the aggregate of which \ 
is, 183 days or more, 
(b) he was, at any time in the year, a 
member of the Canadian Forces, 
(c) he was, at any time in the year, 
(i) an ambassador, minister, high com- 
missioner, officer or servant of Canada, or 
(ii) an agent-general, officer or servant of 
a province, | 
and he was resident in Canada immediately 
prior to appointment or employment by 
Canada or the province or received represen- 
tation allowances in respect of the year, 
(d) he performed services, at any time in 
the year, in a country other than Canada 
under a prescribed international de- 
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_ 
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Pe 


inten secstsnice Sears of ti the C 
Canada at any time in the 3 months’ period 
preceding the day on which such services 
commenced, 

(e) he was resident in Canada in any pre- 
vious year and was, at any time in the year, 
the spouse of a person described in para- 
graph (5), (c) or (d) living with that person, 
or 

(f) he was, at any time in the year, a child 
described in paragraph 109(1)(d) of a person 
described by paragraph (5), (c) or (d). 


(2) Where at any time in a taxation year a 
person described by paragraph (1)(b), (c) or 
(d) ceases to be a person so described, he 
shall be deemed to have been resident in 
Canada during the part of the year preceding 
that time and his spouse and child who by 
virtue of paragraph (1)(e) or (f) would, but 
for this subsection, be deemed to have been 


_ resident in Canada throughout the year, shall be 


deemed to have been resident in Canada during 
that part of the year. 


(3) In this Act, a reference to a person 
resident in Canada includes a person who was at 
the relevant time ordinarily resident in Canada. 


(4) For the purposes of this Act, a corpo- 


ration shall be deemed to have been resident in 


Canada throughout a taxation year if 


(a) in the case of a corporation incorporated 
after April 26, 1965, it was incorporated in 
Canada; 


“ment of Canada and he was mee a 


(2). Subsection 139(3a) 


(3). Subsection 139(4) 


(4). Subsection 139(4a), modified 


‘cae a Heer g ee 579 


ae Subsection 250(4) 
ee (b) in the case of a corporation that 
; (i) was incorporated before April 9, 1959, 
(ii) was, on June 18, 1971, a foreign 
business corporation (within the meaning 
of section 71 of this Act as it read in its 
application to the 1971 taxation year) 
that was controlled by a corporation 
. resident in Canada, 
. (iii) throughout the 10-year period ending 
. on June 18, 1971, carried on business in 
any one particular country other than 
Canada, and 
(iv) during the period referred to in 
subparagraph (iii), paid dividends to its 
shareholders resident in Canada on which 
its shareholders paid tax to the govern- 
ment of the country referred to in 
subparagraph (iii), 
it was incorporated in Canada and, at any 
time in the taxation year or at any time in 
any preceding taxation year commencing 
after 1971, it was resident in Canada or 
carried on business in Canada; and 


(c) in the case of a corporation incorpo- 
rated before April 27, 1965 (other than a 
corporation to which paragraph (d) applies), 
it was incorporated in Canada and, at 
any time in the taxation year or at any 
time in any preceding taxation year of the 
corporation ending after April 26, 1965, it 
was resident in Canada or carried on business 
in Canada. 


* ’s 251. (1) For the purposes of this Act, 251. (1). Subsection 139(5) 


(a) related persons shall be deemed not to 
deal with each other at arm’s length; and 


(b) it is a question of fact whether persons 
not related to each other were at a particular 


e- time dealing with each other at arm’s length. 


“4 


BP ation- (2) For the purpose of this Act “related (2). Subsection 139(5a) 
ip persons”, or persons related to each other, are 
defined 
(a) individuals connected by blood rela- 
tionship, marriage or adoption; 


, ‘ 


Corpora- 
tions re- 
lated to 
each other 


Groups 


“Related 
group” 


“Unrelated 
group” 


(b) a corporation and 
(i) a person who controls the corporation, 
if it is controlled by one person, 
(ii) a person who is a member of a related 
group that controls the corporation, or 
(iii) any person related to a person 
described by subparagraph (i) or (ii); 

(c) any two corporations 
(i) if they are controlled by the same 
person or group of persons, 
(ii) if each of the corporations is con- 
trolled by one person and the person who 
controls one of the corporations is related 
to the person who controls the other 
corporation, 
(iii) if one of the corporations is control- 
led by one person and that person is 
related to any member of a related group 
that controls the other corporation, 
(iv) if one of the corporations is control- 
led by one person and that person is 
related to each member of an unrelated 
group that controls the other corpo- 
ration, 
(v) if any member of a related group that 
controls one of the corporations is related 
to each member of an unrelated group 
that controls the other corporation, or 
(vi) if each member of an unrelated group 
that controls one of the corporations is 
related to at least one member of an 
unrelated group that controls the other 
corporation. 


(3) Where two corporations are related to 
the same corporation within the meaning of 
subsection (2), they shall, for the purposes of 
subsections (1) and (2), be deemed to be 
related to each other. 

(4) In this Act, 

(a) “related group” means a group of 

persons each member of which is related to 

every other member of the group; and 

(5) “unrelated group” means a group of 

persons that is not a related group. 
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Subsection 251(2) 


(3). Subsection 139(5b) 


(4). Subsection 139(Sc) 
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Wel ay , | Section 251 
(5) For the purpose of subsection (2), (5). Subsection 139(5d) 


(a) where a related group is in a position to 
control a corporation, it shall be deemed to 
be a related group that controls the corpo- 
ration whether or not it is part of a larger 
group by whom the corporation is in fact 
controlled; 


(5) a person who had a right under a 
contract, in equity or otherwise, either 
immediately or in the future and either 
absolutely or contingently, to, or to acquire, 
shares in a corporation, or to control the 
voting rights of shares in a corporation, shall, 
except where the contract provided that the 
right is not exercisab‘e until the death of an 
individual designated therein, be deemed to 
have had the same position in relation to the 
control of the corporation as if he owned 
the shares; and 

(c) where a person owns shares in two or 
more corporations, he shall as shareholder of 
one of the corporations be deemed to be 
related to himself as shareholder of each of 
the other corporations. 


(6) For the purpose of this Act, (6). Subsection 139(6) 
(a) persons are connected by blood relation- 
ship if one is the child or other descendant 
of the other or one is the brother or sister of 
the other; 
(b) persons are connected by marriage if 
one is married to the other or to a person 
who is so connected by blood relationship to 
the other; and 
(c) persons are connected by adoption if 
one has been adopted, either legally or in 
fact, as the child of the other or as the child 
of a person who is so connected by blood 
relationship (otherwise than as a brother or 
sister) to the other. 
Pixtended 252. (1) In this Act, words referring to a 252. (1). Subsection 139(8) 
' aereg child of a taxpayer include | 
cf (2) an illegitimate child of the taxpayer, 
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Parent 


Extended 
neaning of 
carrying 

on business 


Contract 
under 
pension 
plan 


(b) a person who is wholly dependent on 
the taxpayer for support and of whom the 
taxpayer has, or immediately before such 
person attained the age of 21 years did have, 
in law or in fact, the custody and control, 
and 

(c) a daughter-in-law or son-in-law of the 

taxpayer. 

(2) In this Act, words referring to a parent 
of a taxpayer include a person whose child the 
taxpayer is, in the taxation year in respect of 
which the expression is being employed, within 
the meaning of subsection (1) or whose child 
the taxpayer had previously been within the 
meaning of paragraph (1)(b), and 

(a) “brother” includes brother-in-law, 


(b) “grandparent” includes grandmother- 
in-law and grandfather-in-law, 


(c) “parent” includes mother-in-law and 
father-in-law, and 
(d) “sister” includes sister-in-law. 


253. Where, in a taxation year, a non- 


resident person 


(a) produced, grew, mined, created, manu- 
factured, fabricated, improved, packed, 
preserved or constructed, in whole or in 
part, anything in Canada whether or not he 
exported that thing without selling it prior 
to exportation, or 
(b) solicited orders or offered anything for 
sale in Canada through an agent or servant 
whether the contract or transaction was to 
be completed inside or outside Canada or 
partly in and partly outside Canada, 

he shall be deemed, for the purposes of this 

Act, to have been carrying on business in 

Canada in the year. 


254. For greater certainty it is hereby de- 
clared that, where a document has been issued 
or a contract entered into (either before, on or 
after September 15, 1953) purporting to create, 
to establish, to extinguish or to be in substi- 
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Subsection 252(1) 


(2). Subsection 139(9) 


253. Subsection 139(7) 


254. Subsection 139(10), modified 


ean ig 3 583 
open } Section 254 
An tution for, a taxpayer’s right to an amount or tam 
amounts, immediately or in the future, out of 

or under a superannuation or pension fund or 

, plan, 

2 (a) if the rights provided for in the docu- 

Br: ment or contract are rights provided for by 

the superannuation or pension plan or are 

rights to a payment or payments out of the 
Superannuation or pension fund, any pay- 

ment under the document or contract is a 

payment out of or under the superannuation 

Or pension fund or plan and the taxpayer 

shall be deemed not to have received, by the 

issuance of the document or entering into 

the contract, an amount out of or under the 
superannuation or pension fund or plan, and 


(b) if the rights created or established by 
the document or contract are not rights 
provided for by the superannuation or 
pension plan or a right to payments out of 
the superannuation or pension fund, an 
amount equal to the vaiue of the rights 
created or established by the document or 
contract shall be deemed to have been 
received by the taxpayer out of or under the 
superannuation or pension fund or plan 
when the document was issued or the 
contract was entered into. 


“In 255. The expression “in Canada” is, for 255. Subsection 139(12) 
greater certainty, hereby declared to include 

and to have always included for the purposes of 

this Act the sea bed and subsoil of the 

submarine areas adjacent to the coasts of 

Canada in respect of which grants are issued, by 

the Government of Canada or of a province, of 

a right, licence or privilege to explore for, drill 

for or take any petroleum, natural gas or 

minerals. 


Associated 256. (1) For the purposes of this Act one 256. (1). Subsection 39(4), modified 
ferpora corporation is associated with another in a 

4 taxation year if at any time in the year, 

(a) one of the corporations controlled the 

other, 


s 


Idem 


Saving 
provision 


(b) both of the corporations were control- 
led by the same person or group of persons, 
(c) each of the corporations was controlled 
by one person and the person who control- 
led one of the corporations was related to 
the person who controlled the other, and 
one of those persons owned directly or 
indirectly, in respect of each corporation, 
not less than 10% of the issued shares of any 
class of the capital stock thereof, 

(d) one of the corporations was controlled 
by one person and that person was related to 
each member of a group of persons that 
controlled the other corporation, and that 
person or that group of persons owned 
directly or indirectly, in respect of each 
corporation, not less than 10% of the issued 
shares of any class of the capital stock 
thereof, or 


(e) each of the corporations was controlled 
by a related group and each of the members 
of one of the related groups was related to 
all of the members of the other related 
group, and either of the related groups 
owned directly or indirectly, in respect of 
each corporation, not less than 10% of the 
issued shares of any class of the capital stock 
thereof. 


(2) When two corporations are associated, 
or are deemed by this subsection to be asso- 
ciated, with the same corporation at the same 
time, they shall, for the purpose of this Act, be 
deemed to be associated with each other. 

(3) Where one corporation (hereinafter in 
this subsection referred to as the “controlled 
corporation”) would, but for this subsection, 
be associated with another corporation in a 
taxation year by reason of being controlled by 
the other corporation or by reason of both of 
the corporations being controlled by the same 
person at a particular time in the year (which 
corporation or person so controlling the con- 
trolled corporation is hereinafter in this sub- 
section referred to as the “controller’’), and it is 
established to the satisfaction of the Minister 
that 
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Subsection 256(1) 


(2). Subsection 39(5), modified 


(3). Subsection 39(6), modified 
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1s ee | Subsection 256(3) 
(a) there was in effect at the particular time 
an agreement or arrangement enforceable 
according to the terms thereof, under which, 
upon the satisfaction of a condition or the 
happening of an event that it is reasonable to 
expect will be satisfied or happen, the 
controlled corporation will 
(i) cease to be controlled by the con- 
troller, and 
(ii) become controlled by a person or 
group of persons, with whom or with 
each of the members of which, as the case 
may be, the controller was at the parti- 
cular time dealing at arm’s length, and 


(b) the chief purpose for which the con- 
trolled corporation was at the particular 
time so controlled was the safeguarding of 
rights or interests of the controller in respect 
of 
(i) any loan made by the controller the 
whole or any part of the principal 
amount of which was outstanding at the 
particular time, or 
(ii) any shares of the capital stock of the 
controlled corporation that were owned 
by the controller at the particular time 
and that were, under the agreement or 
arrangement, to be redeemed by the 
controlled corporation or purchased by 
the person or group of persons referred to 
in subparagraph (a)(ii), 
the controlled corporation and the other cor- 
poration with which it would otherwise be so 
associated in the year shall be deemed, for the 
purpose of this Act, not to be associated with 
each other in the year. 

(4) Where one corporation would, but for (4). Subsection 39(6a), modified 
this subsection, be associated with another 
corporation in a taxation year by reason of 
both of the corporations being controlled by 
the same trustee or executor and it is estab- 
lished to the satisfaction of the Minister 


Idem 


Where 
corpora- 
tion has 
degree of 
Canadian 
ownership 


(a) that the trustee or executor did not 
acquire control of the corporations as a 
result of one or more trusts or estates 
created by the same individual or two or 
more individuals not dealing with each other 
at arm’s length, and | 

(6) that the trust or estate under which the 
trustee or executor acquired control of each 
of the corporations arose only upon the 
death of the individual creating the trust or 
estate 


the two corporations shall be deemed, for the 
purposes of this Act, not be associated with 
each other in the year. 


(5) Where one corporation would but for 
this subsection, be associated with another 
corporation in a taxation year, by reason only 
that the, other corporation is a trustee under a 
trust. pursuant to which the corporation is 
controlled, the two corporations shall be 
deemed, for the purposes of this Act, not to be 
associated with each other in the year unless, at 
any time in the year, a settlor of the trust 
controlled or is a member of a related group 
that controlled the other corporation that is the 
trustee under the trust. 


257. (1) For the purposes of this Act, a 
corporation has a degree of Canadian ownership 
in a taxation year if throughout any 60-day 
period included in the 120-day period com- 
mencing 60 days before the first day of the 
year, 

(a) the corporation complied with the fol- 

lowing conditions: 

(i) the corporation was resident in Can- 

ada, 

(ii) either 
(A) not less than 25% of the issued and 
outstanding shares of the corporation 
having full voting rights under all 
circumstances were owned by one or 
more individuals resident in Canada, 
one or more corporations controlled in 
Canada or a combination thereof, and 
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(5). Subsection 39(6b), modified 


257. (1). Subsection 139A(1) 
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equity shares representing in the ag- 
gregate not less than 25% of that part 
of the paid-up capital of the corpora- 
tion that was represented by all the 
issued and outstanding equity shares 
of the corporation were owned by one 
or more individuals resident in Canada, 
one or more corporations controlled in 
Canada, or a combination thereof, or 


(B) a class or classes of shares of the 
corporation having full voting rights 
under all circumstances were listed on. 
a prescribed stock exchange in Canada, 
and it is established in prescribed 
manner that no,one non-resident per- 
son and no one corporation that did 
not comply with clause (A) owned 
more than 75% of the issued and out- 
standing shares of the corporation 
having full voting rights under all 
circumstances, alone or in combina- 
tion with any other person related to 
such non-resident person or such cor- 
poration at any time within the pe- 
riod, and a class or classes of equity 
shares of the corporation representing 
in the aggregate not less than 50% of 
that part of the paid-up capital of the 
corporation that was represented by 
all the issued and outstanding equity 
shares of the corporation were listed 
on a prescribed stock exchange in 
Canada, and it is established in pres- 
cribed manner that no one non- 
resident person and no one corpora- 


x tion that did not comply with clause 
s (A) owned equity shares representing 
@ in the aggregate more than 75% of that 
2 part of the paid-up capital of the 
wv corporation that was represented by 
Be all the issued and outstanding equity 


shares of the corporation, alone or in 
combination with any other person 
related to such non-resident person 


Nee ae: or such cormenienes at any time with wien Maat. 5: ae 

What haem the period, and Br aE Rie on 
as (iii) where the year commenced after : oak 

; 1964, the number of directors who were | os 

ye resident in Canada was not less than 25% 

of the total number of directors of the 

_ corporation; 


(b) the corporation complied with the con- 
ditions specified in subparagraphs (a)(i) and 
(iii) and was a subsidiary wholly-owned 
corporation subsidiary to a corporation that 
throughout the 60-day period complied. 
with the conditions specified in paragraph 
(2) or (c); or 
(c) the corporation complied with the con- 
ditions specified in subparagraphs (@)(i) and 
(iii) and was a subsidiary controlled cor- 
poration ye 
(i) of which equity shares representing at 
least 75% of that part of the paid-up 
capital of the corporation that is repre- 
sented by all the issued and outstanding 
equity shares were owned by 
(A) the corporation to which it was 
subsidiary, 
(B) a corporation controlled in Can- 
ada, 
(C) an individual resident in Canada, 
or 
(D) any combination of persons de- 
scribed in clause (A), (B) or (C), and 
(ii) subsidiary to a corporation that 
throughout the 60-day period complied 
with the conditions specified in paragraph 


(a) or (6). 


- Idem (2) For the purposes of this section, (2). Subsection 139A(2) 


(a) a corporation that has share capital is 
not controlled in Canada at a particular time 
| unless at that time the corporation is resi- 
dent in Canada, and 


- (@more than 50% of its issued and 


Outstanding shares having full voting 
rights under all circumstances, 

(ii) shares representing in the aggregate 
more than 50% of its paid-up capital, and 
(iii) equity shares representing in the ag- 
gregate more than 50% of that part of the 
paid-up capital of the corporation that is 
represented by all the issued and out- 
standing equity shares 

are owned by 


(iv) individuals resident in Canada, 
(v) corporations resident in Canada with 
respect to each of which 
(A) more than «50% of the issued 
shares having full voting rights under 
all circumstances, 
(B) shares representing in the aggregate 
more than 50% of the paid-up capital, 
and 
(C) equity shares representing in the 
aggregate more than 50% of that part 
of the paid-up capital of the corpora- 
tion that is represented by all the 
issued and outstanding equity shares 


are owned by individuals resident in 
Canada, or 


(vi) any combination of individuals or 
corporations described in subparagraph 
. (iv) or (v); . 
(b) where 
(i) a non-resident person, 
(ii) a corporation that does not have a 
degree of Canadian ownership, or 
(iii) a corporation that is related to a 
non-resident person ) 
has a right, either as an incident of owner- 
ship of a share of a corporation or otherwise 
under a contract, in equity or otherwise, 
either immediately or in the future and 
either absolutely or contingently, to, or to 
acquire, equity shares in a corporation, those 
shares shall 
(iv) unless the right is contingent upon an 
event that it is not reasonable to expect 
to occur within a reasonable time, or 
(v) unless the right is such that a reason- 
able man concerned only with the value 
of the shares would not exercise it, 
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be deemed 


(vi) to be owned by the person who has 
the right, 
(vii) to be owned by a non-resident per- 
~ son, where the person who has the right is 
a corporation described in subparagraph 
(ii) or (iii), and 
(viii) where the shares are unissued, 
(A) to be issued and outstanding, and 
(B) to have a paid-up capital value, 
with respect to each share, equal to 
1. the par value, where the shares 
have a par value, 
2. the amount that would be paid 
with respect to each share to exer- 
cise the right under the terms of the 
contract, where the shares have no 
par value and an amount is speci- 
fied in the contract, or 
3. the market value at the end of 
the relevant 60-day period of a 
share of the class of shares of that 
corporation that is most closely 
similar to that share, where the 
shares have no par value and no 
amount is specified in the contract, 


and any other person who actually owns the 
shares in respect of which that right exists 
shall be deemed not to own those shares; 


(c) where shares are owned by a trustee 
resident in Canada, other than a trustee 
(i) who is a trustee under 
(A) a registered pension fund or plan, 
(B) a deferred profit sharing plan, 
(C) an employees profit sharing plan, 
or 
(D)a supplementary unemployment 
benefit plan in relation to which at 
least 75% of the employees covered by 
the plan are resident in Canada, and 
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(ii) who owns, as trustee, if he is a trustee 
under a registered pension fund or plan, 
less than 10% of the issued and out- 
standing equity shares of a corporation 
that is an employer of employees covered 
by the registered pension fund or plan, or 
a corporation related thereto, 


the shares shall be deemed not to be owned 
by a person resident in Canada unless it is 
established that each beneficiary under the 
trust is an individual resident in Canada; 


(2) where, during any relevant 60-day 
period referred to in subsection (1), a 
director of a corporation who is resident in 
Canada dies and within 60 days thereafter 
another person who is resident in Canada is 
appointed or elected to be a director of the 
corporation, such other person shall be 
deemed to have become such a director 
immediately upon the death of the deceased 
director; 
(e) “equity share” means 
(i) a share, other than a non-participating 
share, the owner of which has, as owner 
thereof, a right 
(A) to a dividend, and 
(B)to a part of the surplus of the 
corporation after repayment of capital 
and payment of arrears of dividend, 
upon the redemption of the share, a 
reduction of the capital of the cor- 
poration or the winding up of the 
corporation, 


at least as great, in any event, as the right 
of the owner of any other share, other 
than a non-participating share, of the 
corporation, when the magnitude of the 
right in each case is expressed as a rate 
based on the paid-up capital value of the 
share to which the right relates, or 

(ii) a share, other than a non-participating 
share, the owner of which has, as owner 
thereof, a right 
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has been paid to the owners of shares | 

of a class other than the class to which 

that share belongs, and yok 
(B) to a part of the surplus of the Mie nn ics 
corporation after repayment of capital 
and payment of arrears of dividend, 

upon the redemption of the share, a 

reduction of the capital of the cor- 

poration or the winding up of the 

corporation, after a payment of a part 

of the surplus at a rate not in excess of 

10% of the paid-up capital value: of : 
each share has been made to the 

owners of shares of a class other. than 

the class to which that share: belongs, 


at least as great, in any event, as the right 
of the owner of any other share, other 
than a non-participating share, of the cor- 
poration, when the magnitude of the 
right in each case is expressed as a rate 
based on the paid-up capital value of the 
share to which the right relates; 


‘‘Non- (f) “non-participating share” means a share 
tos the owner of which is not entitled to receive, 
share” as owner thereof, any dividend other than a 


dividend, whether cumulative or not, 
(i) at a fixed annual rate or amount, or 
(ii) at am annual rate or amount not in 
excess of a fixed annual rate or amount; 


“Paid-up (g) “paid-up capital value”, with reference 

to a share, means , 
(i) in the case of an unissued share that is 
deemed by paragraph (5) to be issued and 
outstanding, the amount determined 
under clause (viii)(B) of that paragraph, 
and 
(ii) in any other case, an amount equal to 
the paid-up capital of the corporation 
that is represented by the shares of the 
class to which that share belongs divided 
by the number of shares of that class that 
are in fact issued and outstanding; and 


_ (h) where 
(i) the paid-up capital of a corporation 
that is represented by all the issued and 
outstanding equity shares of the corpora- 
tion is less than 50% of the paid-up 
capital of the corporation that is repre- 
sented by all the issued and outstanding 
shares of the corporation other than 
non-participating shares, or 
(ii) a non-participating share of the cor- 
poration, the owner of which has, as 
owner, a right to a dividend 

(A) at a fixed annual rate in excess of 

8%, or : 

(B) at an annual rate not in excess of a 

fixed maximum annual rate, if the 

fixed maximum annual rate is in ex- 

cess of 8%, 
when the right to the dividend is ex- 
pressed as a rate based on the paid-up 
capital value of the share to which the 
right relates, is issued and outstanding, 
the issued and outstanding equity shares of 
the corporation shall be deemed not to be 
equity shares.” 


2. Part IV of the Income Tax Act as it read 
on June 18, 1971 does not apply in respect of 
gifts made after 1971. 


PART II 


3. The Estate Tax Act does not apply in the 
case of the death of any person whose death 
occurred after 1971. 


oi. 


Old Age 


a 4. Subsections 24(3) to (6) of the Old Age 
—eeaa'y Security Act are repealed. 


ct 
eae 
+ 
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amended 
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5. The provisions of the Acts set out in, 
Column I of the Schedule to this section are 
amended in the manner and to the extent 

- indicated in the Schedule. 
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Column I 


Act affected 


R.S. 1970 Title 


Section, ete. 
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Schedule to section 5 


Column II 


Section, etc. of 
Income Tax Act 
that is referred 
to in R.S. 1970 


Column II] 


The reference is amended 
to read 


Anti-dumping 
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Company of Y 
Estate Tax Act 


oung Canadians Act. .... 


CPP ee. oi ete 16.) 8, 0) 6 6, 00 «6! a) e 


I:xport Development Act .......... 


Industrial Research and Development 
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Navonalearis Centre Act. 6 
BetrcnarGCapligiiAct 6. 32 od 


National Museums Act 
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para. 2(2)(a) 
para. 21(@) 


subs. 11(1) 
subs. 24(2) 
subs. 24(2) 
subs. 24(2) 
subs. 24(2) 
subs. 24(2) 
subs. 24(2) 
subs. 34(2) 
subs. 36(1) 


subs. 39(7). 
para. 22(a) 


subs. 25(2) 
subs. 26(3) 


subs. 2(1), definition 


“corporation” 


clause 5(1)(a@)(ii)(B) 
2) 


subs. 9( 
para. 11(1)(d) 
para. 14(h) 


para. 15(@). 
para. 21(a) 
para. 20(a) 


s. 2, definition 
“pension plan,” 
para. (d) 


subs. 139(5) 
para. 62(1)(e) 


para. 11(1)(q) 
subs. 116(4), (5) 
s. 119 


s. 48 
subs. 55(1) 


Divisions F, I and J of Part I 


Part V 

s. 117 

s. 123A 

subs. 57(3), (3a) 
para. 62(1)(e) 


s. 59 


s. 62 

para. 62(1)(gc) 
para. 20(6)(h) 
s. 62 

So 72,8, J2A 


para. 62(1)(e) 
para. 62(1)(e) 
para. 62(1)(e) 


s. 79 
s. 79C 


R.S. 1970 lst Supplement 


Canadian and British Insurance Companies 
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Industrial Research and Development 


Incentives Act, Amendment 


International Development Research 


Centre Act 
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subs. 52(2)“91(22)(b)”’ 
subs. 52(2)91(22)(b)”” 
subs. 52(2)°91(22)(b)”” 


See 262): 
s. 3°°6(4)” 


para. 19(a@) 
mB 4 


s. 8 
subs. 68A(7) 
s. 8] 


Sea9 
subs. 851(1) 


para. 62(1)(e) 
para. 62(1)(e) 


subs. 251(1) 


para. 149(1)(f) 
para. 8(1)(c) 
subs. 220(4), (5) 
S223 

s. 224 

5. 229 

s. 236 

s. 244 

s. 155 

subs. 162(1) 
Divisions I and J of Part I 
Part XV 

S224 

s. 228 

subs. 164(3), (4) 


para. 149(1)() 


s. 169 
Slee 
s. 244 


eS a 


s. 149 

para. 149(1)(@) 
para. 13(7)(e) 

s. 149 

S37 

para. 149(1)/) 
para. 149(1)(/) 
para. 149(1)(/) 


s. 144 
s. 147 
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subs. 138(7) 
s. 84 


s. 256 
s. 87(1) 


para. 149(1)(/) 
para. 149(1)() 
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Canada 6. The reference to section 68 of the In- 
tione, Come Tax Act contained in subsection 128(3) 
Act  —— of: the ~Canada Corporations Act shall be 


construed as a reference to section 68 of the 
Income Tax Act as it read in its application to 
the 1971 taxation year. 


_ Emergency 7. (1) The definition “‘cost of production” 
Bic in subsection 2(1) of the Emergency Gold Mi- 
Assistance ning Assistance Act is repealed and the follo- 
Act wing substituted therefor: 


GC 66 


cost of production” of gold from a mine 
during any period means the costs 
incurred by the operator of the mine in, 
and. properly attributable to, the pro- 
duction of gold produced from the mine 
during that period, and includes mining, 
| milling, smelting, refining, transportation 
= and administrative costs so incurred and 
4 so attributable, and includes such 
amounts in respect of depreciation, 
amortization of preproduction expenses, ~ 
and costs of exploration and development 
in the mine as may be determined in 
3 accordance with the regulations, but does 
= not include any amount in respect of 
oe . depletion or off-property exploration and 
development, or, subject to the regu- 
lations, any amount in respect of any 
matter, other than provincial mining 
taxes, for which a deduction is not 


— allowed in determining income from the 
mine for the purposes of the Income Tax 
= Act;” 

“first (2) The definition “first year of produc- 
aes tion” in subsection 2(1) of the said Act is 
tion” repealed and the following substituted therefor: 
E «pre- 66 6ee: : 99 : 
b miére...» first year of production” means the peri- 


od of twelve months commencing with 
x the day on which, in the opinion of the 
y Minister, the mine attained production in 


reasonable commercial quantities,” 


nS ce ae CMO SRC MN 
; es ; /@) Subsection. 1) of the aa! Acipmiss: °*4ncees 
further amended by adding thereto immedias Beta A 
Bs: ~ tely after the definition “Minister” the foll Bor ea tes caatcn 
igh as wing definition: : ae XR ay 
| provincial “provincial mining tax” means a tax, royalty _ 
Renin ‘* “provincial mining tax” means a tax, roy- 
4 «impot alty or duty levied under the Mining Tax v 
: Saath Act of the Province «impot minier pro- 
cial» vincialy of British Columbia, the Mining 
: Duties Act of the Province of Quebec, 
§ The Mining Tax Act of the Province 
of Ontario, the Yukon Placer Mining Act 
or any regulations respecting mining on 
land in the Northwest Territories made 
under the Public Lands Grants Act, the 
Territorial Lands Act or both such Acts;” 
PART III 
aoe 8. The provisions of this Part may be cited 
itke 


as the Income Tax Application Rules, 1971. 


Definitions 9. In this Part, 


““Amended (a) “amended Act” means the Income Tax 
caine _ Act as amended by section 1; and 
“Former (b) “former Act”? means the Income Tax 
Act” Act as it was before being amended by 
section 1]. 
Application of Parts 


Application 10, Subject to the provisions of the amen- 
| ener ded Act and subject to this Part, section 1 of 
this Act applies to the 1972 and subsequent 


taxation years. 
_ Application 11. (1) Part XIII of the amended Act is 
i) Lehi applicable to amounts paid or credited after 


Act 1971. 


re) ie deemed by Part I of the amended | 


A 


a ay or credited to a non-resident 


@ roe to ‘25% shall be read as 
references to “15%”; and 


: On the reference in subsection 212(5) there- 
of to “25%” shall be read as a reference to 
‘ re 


- obligation feted before 1976 by the person 
Ey resident in Canada to the non-resident person, 
: ee the purposes of computing the tax under 
Part XIII of the amended Act payable by the 
| non-resident person on the amount, subsection 
_ 212(1) shall be read as if the reference therein 
to “25%” were read as a reference to “15%”. 


12. Part XIV of the amended Act is applic- 
able to the 1972 and subsequent taxation 
years except that, in its application to the 
1972. to 1975 taxation years, the references 
therein to “25%” shall be read as references 
7 CORN Wey 
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